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There’ll Come a Day 


T WAS in the Spring of 1929 that I visited a friend 

in the upper part of New York State. He had a 

small, comfortable house and although not rich, he 
was reasonably well off. He was very conservative, 
never inclined to gamble, and not at all anxious to 
make a fortune. He was opposed to unearned profits. 
At that time many of our mutual friends had been 
in the stock market and, at least on paper, they had 
attained considerable wealth. Constantly in our 
private conversation the topic turned to these specu- 
lative friends who were “piling it up” and never 
sufficiently content to liquidate good profits. They 
had visions of continuous and unending gains. While 
the boom was at its dizziest height. my friend re- 
marked, “There’ll come a day of reckoning.” And 
how it came! And what a storm followed but a few 
months later! 

Today we are in the midst of intoxicated prosperity. 
More people are spending more money than ever 
before. Reckless expenditure is the rule and not the 
exception. Frequently I say to myself, “There’ll come 
aday.” The recklessness with which people are spend 
ing money cannot produce good and lasting results. 
Indeed, this is a fool’s paradise. All around us, the 
open ear of greed is ever ready to listen to new con- 
versation about more money and greater profits. All 
excess eventually brings trouble in its path. Economic 
history spotlights the unpleasant fact, but the mob 
is not made up of students of history. They refuse 
io disturb the exciting joy of excess and prefer not 
to consider possible unpleasant ends. It is the chain 
reaction of people to mass recklessness. Apparently, 
foolishness is not one of the lost arts. 

Recently a man I know was compelled to move to a 
new apartment in New York City. He had no choice. 
The building containing his former apartment was 
sold through some legal hocus-pocus in which only a 
part of the building was sold on a co-operative basis. 
The lower court disallowed the attempt to remove the 
tenant because it contravened the intent of the law. 
Nevertheless the higher court decided that the law 
as worded did not protect the tenant under those par- 
ticular circumstances. Therefore the tenant was com- 
pelled to move elsewhere because of technical loop- 
holes in the law. 

And yet Oliver Wendell Holmes once said, “Reason 
is the life of the law.” Apparently this law never 
had the breath of life. The law should never allow 
what decency forbids. A critic of the law once said, 
“When a plumber makes a mistake he puts it on the 
bill, when a doctor makes a mistake he buries it, and 
when a judge makes a mistake it becomes the law of 
the land.” However, the evicted tenant in the above- 


mentioned case actually did get another apartment 
. but he was forced to acquire it by the free and 
easy use of sub-rosa methods, better known as pass- 
ing money “under the table.” His first tender of graft 
was $500. But someone else offered a bonus of $1,000. 
Then another apartment-seeker offered $1,500. After- 
ward the bidding became more brisk and the price 
level higher. The first mentioned individual finally 
got the apartment for $2,000 plus a new car to boot. 
Yes sir, believe it or not—that’s the way it’s being 
done in this orgy of wild and reckless spending. 

Let us look elsewhere to see what’s going on. To 
the careful observer the newspapers tell many in- 
teresting stories of the public’s ever-increasing desire 
to spend more money. And all this without regard 
to getting fair value for their expenditures. 

The Los Angeles Examiner of August 10, revorted: 

“The Bureau of Labor Statistics said today that the 
13.8 percent rise in retail food prices from June 15 
to July 15 was the greatest monthly change it ever 
recorded. The largest prior increase was 9 percent 
from March to April 1917. This July’s food prices 
averaged 77 percent above August, 1939, and almost 
18 percent above August, 1945.” 

What seems sure to become one of the major scandals 
of the war is slowly coming to light. It is a sordid 
story of how, from a $21,000,000,000 pot appropriated 
for the War Shipping Administration, private interests 
siphoned vast fortunes in excess profits from the 
Federal treasury. Senator Mead said recently, “We 
are already studying the shipping situation and we 
will get to the bottom of it. It is part of our program 
when we get into the really big companies and the 
really big profits.’ Thus the Senator indicates that he 
feels his investigation of $78,000,000 in war contracts 
awarded to the Garsson brothers’ midwest metal 
“empire” is small change compared to the study of 
what happened to the $21,000,000,000 reservoir. 

It has been well established that every action has 
its reaction. Whatever goes up must come down. The 
reckless spender and the over-optimistic see the ups 
but never the downs. In this universal frenzy which 
has seized the American public both prudence and 
experience have been thrown into the wastebasket to 
mix with the rubbish. But there’ll come a day. The 
feast will end and the smiling guests will smile no 
more. Then, and only then, will they realize that 
violent delights have violent ends. 

This is not a philosophy of pessimism. This is an 
attempt to speak the undisguised language of reality 
and historical truth. It is an attempt to reduce the 
riotous joys of excess, so that today’s madness will 
not injure tomorrow’s prosperity. 
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HIS paper is but an addendum 
Te the distinguished book To 

Be Or Not To Be by Dr. Louis 
I. Dublin and Bessie Bunzel (1933). 
That book was very timely, for it 
appeared near the depth of the 
economic depression, which began 
with the stock market crash of Oct- 
ober 1929. Many observers believe 
that the sequel to World War II will 
in general follow the pattern of the 
decades after World War I. If so, 
then we shall experience in turn 
inflation, prosperity, a crash and 
deflation. As I pointed out some 
years ago, (N. Y. City Health Bul- 
letin July 16, 1932), the suicide rate 
among large groups of people is in- 
versely related to the level of 
prices, and apparently more respon- 
sive to economic factors than to 
other causes. The present paper 
will view the matter from several 
angles. 

In 1943 there were in the United 
States 13,725 deaths recorded as sui- 
cides, slightly less than 1% of all 
deaths (1,459,544). Nearly three- 
fourths (72.9%) of these suicides 
were men. Thus the suicide rate 
was nearly three times as high 
among men as among women. On 
the other hand, only 3.0% were 
colored people, and thus their sui- 
cide rate was less than one-third 
of that of white people. Prior to 
adolescence there are hardly any 
suicides, and at ages 10-14 they 
form only % of 1% of the very low 
death toll—the lowest of any age 
group during the whole of life. The 
proportion of suicides to all deaths 
increases rapidly as age advances 
and is about 3% at the chief work- 
ing ages, 25 to 40. Thereafter it de- 
clines gradually to 1/7 of 1% at 
ages 85-89. 


Coastal Areas 


The highest suicide rates in the 
United States and Canada are in the 
Pacific Coast States and British 
Columbia and in the nearby areas. 
In California, in 1943, there were 
1,245 suicides or 1.40% of the 89,109 
deaths from all causes. The excess 
is not accounted for on the basis 
of sex or race or age. The suicides 
at ages 25 to 45 were 5% of all 
deaths which is from 13%4 to twice 
as high a proportion as for the 
United States as a whole. 

The coastal area in the south, 
covering Los Angeles, Long Beach, 
San Diego and environs had sui- 
cides equal to 1.45% of all deaths. 
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stronger sex is revealed by the fact that nearly 
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Intriguing relationships 


the weather, education, 


r capita, number of automobiles, 


radios, modus habitandi, geographic and 


racial differences are uncovered in this fascinating 


study by an outstanding actuary 


Sy Walter G. Gowerman 


Fellow, Actuarial Society of America 
Fellow, American Institute of Actuaries 


Associate Fellow, New York Academy of Medicine 


The San Francisco-Oakland zone 
and suburbs had 1.50%; the Central 
Valley (Sacramento, Stockton and 
smaller centers) had 1.22%; and 
Monterey Bay and Eureka 1.05%. 
These cities of 10,000 population 
and over averaged 1.44%, while 
rural areas and smaller cites aver- 
aged 1.32%. The average for all of 
California was 1.40%. Suicides 
almost always are less frequent 
among large groups of people who 
work in the open air than among 
sedentary, indoor workers. 

The 4% relative excess of sui- 
cides in the San Francisco area over 
those in the South Coastal Zone is 
adequately explained hy the 5% 
excess in proportion of men to 
women, as the suicide rate of wom- 
en is only about one-third of the 
male rate. Thus we have the ac- 


companying table showing expected 
suicides on a relative basis derived 
from sex distribution alone, assum- 
ing that there was no other differ- 
ential. In view of the keen rivalry 
between the two zones, it is a happy 
circumstance that these figures 
agree as they do. 

Similar figures could be brought 
forward for Oregon and other neal- 
by States and Provinces. In Oregon 
suicides were 2.7% of all deaths at 
ages 20-24, the proportion rising 
gradually to 7.9% at ages 35-39 and 
then falling to .9 of 1% at ages 6% 
69. In Canada the suicide rates of 
Alberta, Saskatchewan and British 
Columbia are distinctly higher that 
those of other Provinces. 

That there are wide differences i 
suicide rates in various parts of the 
world is not a new observation 
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The Encyclopedia Britannica shows 
that the countries of Central Eu- 
rope have the highest suicide rates 
of any place in the world, closely 
followed by Japan. In Hungary, 
Switzerland, Austria and Germany 
the suicide rates were in 1921-1925 
about twice as high as in the United 
States. As the suicide rate in Ger- 
many was 2% times as high as in 
Italy, it is interesting to note that 
in Switzerland 70% of the people 
are German, 20% French and only 
about 10% Italian. Thus the high 
Swiss rate is in accord with its 
predominant Germanic character. 

The lowest rate was in Chile, 
only one-fifth as high as in the 
United States, or one-tenth of that 
in Central Europe. Part of this dif- 
ference may be due to inadequate 
Statistical services in Chile coupled 








perhaps with religious feelings 
about victims of self-destruction. 
The rates in New Zealand and Aus- 
tralia were about the same as in 
the United States. 

Part of the high suicide rates on the 
West Coast of North America may 
arise artificially from the scarcity 
of Negroes and of Jews there, for 
suicides are relatively rare among 
these two groups. Three percent 
of Californians are Jews against 
17% for residents of New York 
State. Another factor which works 
positively rather than negatively is 
the presence of a small percentage 
of Japanese in the Pacific States. 
For there seems to be a cultural 
element making suicide an honor- 
able mode of exit among the 
Japanese as there is in Central 
Europe. However the numbers of 


f 


Japanese have never been high 
relatively on the West Coast. 

Another factor which California 
has in common with Japan is the 
presence of earthquakes and trem- 
ors, although to a lesser extent than 
in Japan. But in this respect Chile 
exceeds either such area, and yet 
their suicides are few. The thought 
was “that the violence of Nature 
might in some way be associated 
with human violence as shown in 
suicites. 

Incidentally several of the States 
in the Southwest have the highest 
homicde rates but rater low suicide 
rates, except Florida which is high 
in both instances. Homicides are 
not abnormally numerous in Cali- 
fornia. Thus there might super- 
ficially seem to be an inverse rela- 
tion between suicides and homi- 
cides; however such a relationship 
is not borne out in other areas. 
Such an inverse relation does hold, 
however, during wartime, for in all 
countries suicides decline during 
war and in nearly every case in- 
crease again after the cessation of 
this form of organized and legalized 
homicide. 


Suicides and the Weather 


Another factor to be noted is the 
matter of precipitation—rain and 
snow. The average yearly precip- 
itation over a long period of time 
ranges from 8 inches in Arizona 
and Nevada, to 60 inches in Louis- 
iana and Alabama. The five States 
with most rainfall (all in the South- 
east) average 40th in suicide rates 
among white people in 1935 and 
1940; while the five driest States 
(all in the Rocky Mountains) aver- 
age 10th in suicide rates. 

When all 48 States are dealt with 
the correlation ratio is .357 + .084, 
the relationship being inverse. The 
correlation ratio is 4 times the prob- 
able error and thus it seems to have 
some significance. However, this re- 
sult should be viewed with caution, 
for Switzerland, with one of the 
highest suicide rates in the world, 
has 45 inches of rain in a normal 
year, more than that of any other 
country on the continent of Europe. 
Thus Switzerland would rank in 
rainfall with the 6th wettest of the 
States, while Chile would stand be- 
side the fourth driest of the States. 
These two examples are at direct 
variance with the theory of rainfall 
being inversely related to suicide 
frequency. 
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Some day we may understand 
bbetter the relationship of humidity 
and cyclonic storms to human 
moods and “humors” (the very word 
shows a common origin!). Shake- 
speare, in his hamlet, wrote of “the 
melancholy Dane.” In Denmark 
there is rain on about 180 days in 
the year. England has long been 
known as a land of humidity, fogs, 
mists and also poets and philosoph- 
ers. On the other hand, under the 
sunny skies of Italy we find a light- 
hearted, gay nad volatile people. 


Education vs. Illiterate 


Suicides seem to be proportion- 
ately more numerous among highly 
educated people than among those 
who have had less extensive train- 
ing. One simple measure of this 
for various areas is the percentage 
of illiteracy. The 1930 census of the 
United States gave these figures for 
native whites aged 10 and over; 
similar statistics were not prepared 
in 1940. The relation to suicides 
is inverse. The five States with 
highest suicide rates are Nevada, 
California, Wyoming, Washington 
and Montana, in that order. Start- 
ing from the lowest illiteracy their 
rank is 1, 2, 6, 4, and 7, an average 
rank of 4 as compared with 3 for 
suicides, 


At the other end of the scale we 
find lowest suicide rates in South 
Carolina, 


Arkansas, Mississippi, 
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North Carolina and Alabama. As 
to lowest illiteracy among whites 
their rank is 43, 39, 37, 45, and 41, 
an average rank of 41 as against 46 
for suicides. 

When all 48 States are dealt with, 
we find a correlation ratio of .628 





Suicides seem to be Proportionately mo, 
numerous among highly educated : 
than among those who have had less gy 
tensive training. i 


as large as the probable error, Ty 
first five States in income per per. 
son were Nevada, Connecticy, 
California, Delaware and Washing. 
ton, an average rank of 3 as com. 
pared with an average of 8 as ty 
suicide rank. The five lowest States 
in income per person were Missis. 
sippi, Kentucky, South Caroling 
Tennessee and Alabama, an average 
rank of 46. Their average rank a 
to suicide freqency was 43, a clog 
correspondence. 

The highest correlation which | 
have observed in relation to sj. 
cides is for the number of auto. 
mobiles per 1,000 people (1949), 
This relation is direct, and the cor. 
relation ratio is .753 + .042, the 
ratio being 18 times the probable 


error. The first five States in nun. 
ber of motor vehicles per 1,0 
people are Nevada, California 


Oregon, Washington and Wyoming 
an average rank of 3. Their aver. 
age rank as to suicides is 3.8, the 
respective ranks being 1, 2, 9 4 
and 3. 

Among the first ten as to auto 
mobiles per 1,000 people, Kansas 
is the only State which is not als 
among the first ten as to suicide 





: , rates. The ten States are artanged 
+ .038, the relationship being in- as follows:— 
verse. The correlation ratio is 16 
times as large as the probable — as to a m1 
error, and thus definitely significant autes aed a 
statistically. This refers to large State 1,000 people te 
groups of people only and has no FROVOGR 42.0: 1 1 
necessary relation to indivduals. California 2 2 
= GD gtowewa 3 q 
Income Per Capita Washington 4 4 
A slightly larger correlation ratio Wyoming 5 3 
is found by comparing suicide rates ae 6 32 
and national income per capita Colorado ..... 7 6 
(1942) in the respective States. The Connecticut 8 7 
ratio is .693 + .046, and the relation- Montana ..... 9 5 
ship is direct. The ratio is 15 times eee 10 10 
Proportionate Relative 
Population Suicides Sum for 
Area Male Female Male Female Both Sexes 
100 
Southern Calif. 96 100 96 3 388 — 3 
. 100 
Northern Calif. ... 101 100 101 — 403 — 3 
1.50 North 
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The ten States with lowest rank 
as to automobiles per 1,000 people 


are arranged as follows:— 


Rank as to Rank as to 
autos per Suicide 


State 1,000 people Rate 
North Carolina 39 45 
Louisiana .... 40 42 
South Carolina 41 48 
Georgia ...--- 42 40 
Kentucky ..-- 43 38 
Tennessee ...- 44 41 
West Virginia. 45 37 
Arkansas ..... 46 47 
Alabama ..... 47 44 
Mississippi ... 48 46 


The only States which were not 
in the lowest ten as to both clas- 
sifications were West Virginia and 
Kentucky and they were adjacent 
numbers. Among these 20 States, 
therefore, Kansas is the only mark- 
ed exception, and in view of the 
high correlation, it seems almost 
“the exception that proves. the 





The average yearly precipitation over a long period of time ranges 
from 2 inches in Arizona and Nevada to 60 inches in Louisiana and 
Alabama. The five States with the most rainfall average 40th in suicide 
rates among white people. . . . while the five driest States average 
10th. Suicides almost always are less frequent among large groups of 


Seenite Gn enter of matat pecple who work in the open air than among sedentary indoor workers. 
vehicles per 1,000 people (131) is The suicide rate among large groups of people is inversely related to 
only about half what it is in the ihe level of prices, and apparently more responsive to economic factors 
United States (251) or even in the than to other causes. 


adjacent States. Thus in Britsh 


Columbia there are 158 as aguinst 
358 in Washington and 305 in Idaho. 
In Alberta there are 153 as com- 
pared to 322 in Montana. The near- 
est approach to equality is in On- 
tario, which has 187 as against 194 
in New York State. The suicide 
rate in Canada is only about % of 
that in the United States. Quebec 
and the three Provinces to the east 
of it have the lowest suicide rates 
and also the fewest automobiles per 
1,000 people. The first three Pro- 
vinces in the proportion of auto- 
mobiles are in sequence Ontario, 
British Columbia and Alberta; the 
first three in high suicide rates are 
Alberta, British Columbia and Sas- 
katchewan. 


Suicides and Radio 


If we compare the suicide rate 
by States with the proportion of 
homes equipped with radio, we find 
a correlation ratio of .539 + .028. 
The ratio is 19 times the probable 
error. But the five leading States 
as to radios per home are Rhode 
Island, Connecticut, New Jersey, 
Massachusetts and New York (all 
in the Northeast). Their rank aver- 
ages 3 as against an average rank of 
19 as to suicides per 1,000 people. 
At the other end of the scale we 
find Mississippi, Alabama, South 
Carolina, Arkansas and Georgia 
(all in the Southeast) with average 
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rank of 46 as against an average 
rank of 45 by suicide rates. At the 
lower end of the scale the ranking 
shows a close agreement. 
Apparently the culture and pro- 
gress of the Far West may be 
symbolized by the automobile while 
that of the Northeast is more ¢lose- 
ly symbolized by the radio. The 
one is a triumph of transportation 
and the other a triumph of com- 
munications. This is doubly inter- 
esting because speed in transporta- 
tion and communication are the two 
great lines of development which 
most completely distinguish the 
twentieth century from its prede- 
cessors. These are the two factors 
which have ‘made of our planet 
“one world,’—slow though most of 
us are to recognize that this trans- 
formation has actually occurred. 
Part of the high rate of self- 
destruction in the Western States 
and Provinces may be due to mi- 
grants. People place high hopes on 
the glowing words of friends and 
advertisements; then when reality 
does not equal expectations, they 
give up in despair. An intensive 
study of suicides in the West by 
place of birth might throw light on 
this matter. Could it be shown that 
native Californians have only the 
United States average suicide rates 
in relation to the numbers in the 


10—THE SPECTATOR, October, 1946 


native population? And can it be 
shown that the excess deaths arise 
almost entirely from disheartened 
migrants, who could not in the first 
place measure up to conditions in 
their places of orign—Iowa, Illinois, 
Missouri, Ohio, etc.? I have written 
to the Bureau of Vital Statistics in 
several of the Western States and 
Provinces, making this suggestion. 

In fact in January 1944 the Cali- 
fornia Department of Public Health 
published an analysis of 16,780 sui- 
cides in that State, which shows 
that only 18.4% of them were born 
in California. From other data we 
learn that about 35% of the resi- 
dents of California were born there. 
Although there is need for more 
careful scrutiny of the figures, par- 
ticularly as to age distribution, 
there is an intimation here that 
migration may be more important 
in this matter than climate or place 
of residence. 

Among white men in Alaska the 
suicide rate is much higher than in 
continental United States. During 
the years 1926-1936 suicides were 
4.4% of all deaths among whites 
and only 3/10 of 1% among native 
Indians and Eskimos. The latter 
are therefore comparable to Ne- 
groes in the Southern States. The 
lines by Pat O’Cotter come to mind 
in this connection as regards the 


white migrants to this far north_ 
“The lure of the Land hag 
gripped him, 
The land where you die if you 
fail; 
The Land of the fabled fy. 
tune, 
The Land of the endless trai) 
The Land of the lonely silengs 
The Land of the cruel cold, 
The Land of the lost ambitions 
Alaska, the Land of Gold” 


Among whites in Alaska ther 
were 228 men for every 100 women 
and this in itself would increase 
the proportion of suicides. For ag 
Dublin and Bunzel have pointed 
out, “Suicide may be called a mas. 
culine reaction; since 1911 about 34 
times as many men as women have 
killed themselves each year.” 

Other quotations from the same 
source give clues as to causation of 
high suicide rates on the West 
Coast. “Self destruction appears to 
be related to the pursuit of inte’. 
lectual occupations and those in- 
volving some degree of nervous 
pressure.” The Far West has a 
higher proportion of professional 
persons and proprietors, managers 
and officials than has any other sec. 
tion of the United States, the North- 
east ranking second in this partic- 
ular. “Suicide predominates at both 
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ends of the social and financial 
scale, although chiefly at the upper 
end.” We have seen that of the five 
leading States in income per capita 
three are in the Far West. “The 
resence of children in a family is 
a powerful deterrent to suicide.” 
The average size of family in 1940 
was 32 in California and 3.3 in 
Nevada and Washington as against 
a national average of 3.8 and Ala- 
bama with 4.2 and Mississippi and 
Utah with 4.9. 


Modus Habitandi 

In Life magazine in the Fall of 
1945 there were thirteen pages of 
very attractive pictures illustrating 
the “California Way of Life.” The 
article stated “California’s contrib- 
ution to gracious living has been, 
so far, largely materialistic. It has 
not yet made any artistic or intel- 
lectual advance comparable to that 
which it has made in the mode of 
physical living. The State has a 
normal quota of poverty and more 
than a normal quota of screwiness. 
The people spend much of their 
time in automobiles. ‘Hopped-up’ 
cars, made out of old Model T’s 
and A’s with extra carburetors and 
other gadgets, are the pride of Cali- 
fornia’s fast-riding, mechanic-mind- 
ed youngsters. The people lack as 
arule the deeper traditions of the 
eastern United States.” These com- 
ments also may yield some clue to 
the mystery behind the higher sui- 
cide rates in many Western areas. 

The cultural factor in suicides 
may well be represented by the old 
adage:—“When a German has a 
severe reverse he kills himself; in 
similar circumstances an Irishman 
gets drunk, while a Negro simply 
goes to sleep.” A great man has 
said that understanding is better 
than motion. The radio at its best 
may be regarded as a symbol of 
the search for more understanding, 
while the motor vehicle is an op- 
portunity to motion hither and yon. 
In each of these forms of recreation 
we may observe—as in so many 
areas of modern life—what H. G. 
Wells so prophetically called “a 
trace between education and catas- 
trophe.” While the present paper 
is professedly but a fragment, I 
hope it may encourage others to 
further our knowledge and_ to 
weight the scales in favor of a 
broad and humane civilization. 

The late Dr. F. L. Hoffman, after 
#0 years of study of suicides stated, 
‘I feel sure that half of the suicides 
could have been prevented, if 
timely aid and qualified advice 
were forthcoming at the right time. 
Only a national society for the pur- 


which you will also receive this month! 


WALTER 
CG. 
BOWERMAN 





An amazing number of interests are revealed in the life of Walter G. 
Bowerman as recorded in his biographical sketch in “Who’s Who”—the 
quotation follows verbatim: 

“Bowerman, Walter Gregory, actuary; born New York City, Nov. 16, 
1893; son of J. Philip Bowerman, actuary, and Edith (Gregory) Bowerman; 
educated at the Charleston (W. Va.) High School; received his A.B. from 
Haverford College, 1914 and his A.M. from University of Michigan, 1915; 
married Evelyn Haynor of Bayonne, N. J., June 19, 1923; one son, John H. 
Bowerman; actuary and examiner, West Virginia department of insurance, 
1917; in the actuarial department of the New York Life Insurance Company, 
1919; assistant actuary in 1929; teacher of French and actuarial science, 1921- 
30; in charge of central bureau of the committee on mortality; has prepared 
and published books on blood pressure, occupational mortality, medical 
impairment, mortality, 1924-41; president, Police Pension Fund Commission, 
Leonia, N. J.; served as member of American Friends Committee in France, 
1917-19; treasurer, Paris, 1919; did civilian relief work with the American 
Red Cross and French Service de Sante; Fellow, American Institute of 
Actuaries; Associate Fellow, New York Academy of Medicine, 1930; Fellow, 
Actuarial Society of America; member, Fellowship of Reconciliation, 1919; 
American Statistical Association, 1932; Phi Beta Kappa Clubs; Founders 
(Haverford College), Actuaries (New York City) Author: actuarial papers; 
discussions; book reviews; 100 abstracts in the social sciences; Interests: 
international language, world calendar, literature, gardening, philately; 
Recreation: golf. Quaker. Independent. Office: 51 Madison Avenue, New 
York City. Home: Leonia, N. J. 


SELECTED BIBLIOGRAPHY 


To Be Or Not To Be; by Dr. Louis I. 
Dublin and Bessie Bunzel, 1933. 
New York City Health Bulletin; July 
16, 1932; letter on suicide rates. 
Vital Statistics; U. S. Bureau of the 


pose of studying the prevention of 
suicide, with branches in all the 
chief cities, can hope to cope with 
the problem in all its intricate 


~ 


ramifications. Society itself is re- Census. _ ; 
sponsible for a large share of the Se ee. ee, 


The Canada Year Book; Dominion Bu- 
reau of Statistics; Ottawa, Canada. 
A Study of Mortality Among the Native 


toll of deaths by self-destruction. 

For it is the shams of our civiliza- 

tion that lie at the root of the evil.” Races of Alaska by F. S. Fellows; Pub. 
A Health Reports; March 2, 1934, vol. 49, 

The Save-a-Life League has been No. 9, p. 289-298. 


. : v. i i . ; Pp. - 
organized for this very purpose. TH The Califoreie Was of Life, ies 


ef Pf  & 


THE SPECTATOR, October, 1946—I! 









ANNA 


EVERAL interesting court de- 
S cisions pertaining to the taxa- 

bility of life insurance and an- 
nunity contracts have been handed 
down recently. They may be sum- 
marized briefly as follows: 


Federal Estate Tax 


Burr v. Commissioner: 


(United States Circuit Court of 
Appeals for the Second Circuit. 
Decided July 17, 1946). 


Life insurance proceeds paid by 
reason of the death of the insured 
were included in the value of the 
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decedent’s gross estate, where he 
had purchased a single premium 
insurance and annuity combination 
without physical examination and 
had retained only the right to re- 
ceive the annuity income, having 
absolutely assigned the life insur- 
ance policies to the beneficiaries. 
The proceeds were declared taxable 
under Section 811(c) of the Internal 
Revenue Code on the theory that 
the insured had retained the life 
income from the transaction—not 
under Section 811(g) which per- 
tains to the taxability of life insur- 
ance proceeds as such. 


Weil v. Commissioner: 
(Memorandum Opinion by Judge 
Harron of the Tax Court of the 
United States. Dated June 17 
1946). 


Life insurance proceeds paid by 
reason of the death of the insureg 
were not included in the value of 
the decedent’s gross estate, where 
he had retained only a remote Pos- 
sibility of reverter in them, having 
assigned the contracts to his wife 


Denbigh v. Commissioner: 
(Opinion by Judge Murdock of 
the Tax Court of the Uniteg 
States. Dated July 23, 1946), 


The physical condition of the an. 
nuitant may be taken into con. 
sideration in valuing annuity cop. 
tracts for estate tax purposes. 


Federal Gift Tax 


Goodman vy. Commissioner: 
(United States Circuit Court of 
Appeals for the Second Circuit, 
Decided June 20, 1946). 


Where, in 1930, the donor of a 
funded life insurance trust had set 
apart policies on her husband’s life 
for the benefit of other beneficiaries, 
and the trust could have been re- 
voked during the lifetime of the in- 
sured, the face value of the con- 
tracts and the post mortem divi- 
dends at the time of the insured’s 
death in 1939 represented the gift 
tax value. 


Federal Income Tax 


St. Louis Refigerating and 

Cold Storage Company v. 

United States: 
(District Court of the United 
States, Eastern Division, Eastern 
District of Missouri. Decided 
May 28, 1946). 


Where life insurance policies had 
been assigned for value to secure a 
debt, and the assignee had charged 
off the indebtedness, thus obtaining 
an income tax benefit, the insurance 
proceeds were taxable to the as 
signee as ordinary income in the 
year received. Only $1, the con 
sideration recited in the assignment, 
was exempt—not the value of the 
notes that evidenced the debt. 


Katharine C. Pierce: 

The Commissioner of Interna 
Revenue has acquiesced in the de 
cision of the Tax Court in this case, 
which held that life insurance pre 
ceeds paid by reason of the death 
of the insured in installments are 
entirely exempt from income a% 
even when the beneficiary selectei 
the form of settlement. 
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Excerpts and Comments 


Excerpts from the preceding de- 
cisions and comments thereon fol- 


low: 


purr V- Commissioner: 


In 1934, the decedent—then 75 
years of age—purchased three in- 
surance policies on his own life with 
a total face value of $100,000 for a 
single premium of $89,877.99. No 
physical examination was required 
as he also purchased an annuity of 
$203.71 a month for a single pre- 
mium of $17,622.01. 

The court assumes that the two 
purchases were obviously “a single 
transaction,” which would be diffi- 
cult to refute, as the insurance 
policies would not have been issued 
without a physical examination, un- 
less the annuity contract had been 
written in conjunction therewith. 
However, the court follows this as- 
sumption with an erroneous State- 
ment, namely: “the annuity pre- 
mium being part of the considera- 
tion for the insurance policies.” 
Any person who is familiar with 
such a combination of policies 
knows that by no stretch of the 
imagination could this statement be 
true, as the annuitant received the 
same amount of income for the an- 
nuity consideration he paid as he 
would have received had he pur- 
chased it separately—not in com- 
bination with the insurance policies. 


Thirteen days after the con- 
iracts were purchased, the decedent 
assigned the life insurance policies 
to his three sons, and in 1936, by 
another set of assignments, he made 
the transfers “absolute and irrevoc- 
able,” even as to the dividends from 
the policies. 

The court’s discussion of this mat- 
ter follows: 


“When the decedent in this case 
transferred $107,500 to the insur- 
ance company, he obtained from it 
two promises: one to pay him a 
small rate of return in the form of 
monthly annuity payments, the 
otMer to transfer $100,000 to the 
named beneficiaries on his death. 
His annuity payments represented a 
fixed percentage of the total con- 
sideration; and the company’s in- 
vestment risk was so calculated as 
hever to exceed the expected in- 
come from the premiums on the 
insurance and the annuities. * * * 
In assigning the policies, he was, in 
effect, transferring a remainder 
while retaining a life interest or— 
in the terms of the statute—retain- 
ing the enjoyment or the right to 








the income from the property. * * * 


“Had the sons actually cashed the 
insurance policies, the contracts 
would have been separated and the 
insurance company would then 
have had to make annuity payments 
out of income and capital from the 
annuity premium. * * * But they 
chose not to surrender them; and 
the unexercised power to do so did 
not change the factual realities of 
the transaction. While the power 
was unexercised, the investment 
was analogous to a simple annuity 
with principal payable at death, a 
transfer which—even when irrevoc- 
able—is taxable under Section 
811(c).” 

It is difficult for the logician to 
comprehend how the judiciary can 
arrive at such an untenable de- 
cision, even by the circuitous route 
of erroneous assumptions. For ex- 
ample, the court’s statement that 
“the annuity payments represented 
a fixed percentage of the total con- 
sideration; and the company’s in- 
vestment risk was so calculated as 
never to exceed the expected in- 
come from the premiums on the in- 
surance and the annuities” is mis- 
leading to say the least. 

It can be said without fear of con- 
tradiction that the insurance com- 
pany made no such calculation; that 
the two types of contracts—the in- 
surance and the annuity—were 
treated separtely and distinctly on 
the books of the company; and that 
the policies were issued at the 
same rates as though they had been 




















purchased by separate applicants. 
The only relation that they had to 
each other was a requirement of 
combined purchase where the in- 
surance contracts were to be is- 
sued without physical examination. 

Just as misleading is the state- 
ment that “had the sons actually 
cashed the insurance policies, the 
contracts would have been sepa- 
rated and the insurance company 
would then have had to make an- 
nuity payments out of the income 
and capital from the annuity pre- 
mium.” Here again, it is safe to 
say that the insurance company 
never did make any portion of the 
annuity payments out of the pre- 
miums it received for the life in- 
surance policies, or the income 
therefrom. All such annuity pay- 
ments came out of the annuity con- 
sideration and the income there- 
from. 

It is contended that if any por- 
tion of the life insurance proceeds 
are to be taxed in the value of the 
decedent’s gross estate, the amount 
should not be greater than the ex- 
cess of the face value of the policies 
over the cash value immediately 
preceding death. There might be 
some logic in holding that such ex- 
cess represents the value of a trans- 
fer taking effect at death, but to tax 
the entire proceeds on the assump- 
tion that the decedent retained the 
life income from the transaction is 
far-fetched and not in accordance 
with the facts in the case. 
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Weil v. Commissioner: 

“Decedent, who died in 1941, took 
out single premium policies of in- 
surance on his life on December 17, 
1934. The proceeds of the policies 
were to be distributed in accordance 
with a settlement agreement where- 
by they were to be held by the in- 
surance company and the interest 
income paid to decedent’s wife dur- 
ing her lifetime and then to his 
daughter. * * * In the event of 
failure of remaindermen otherwise 
named, the proceeds were to be 
paid to the executor of either the 
wife, daughter, or decedent, de- 
pending upon who was the final 
survivor. Although decedent re- 
tained a possibility of reverter in 
the policies whereby the proceeds 
could have reverted to his estate, 
it was held that the proceeds were 
not includible in the estate under 
Code Sec. 811(c). * * * 

“By the assignments, the wife had 
the right to change the beneficiary 
or obtain the cash surrender value 
of the policies. She could not onl; 
have cut off decedent’s possibility of 
reverter by changing the benefi- 
ciaries, but also could have obtained 
possession of the proceeds herself. 
* * * Nor were the proceeds in- 
cludible under Code Sec. 811(g), 
since decedent retained no legal in- 
cidents of ownership other than the 
asserted possibility of reverter.” 


Goodman vy. Commissioner: 


“On December 19, 1930, the tax- 
payer created a trust, transferring 
to the trustee certain securities, and 
also five ordinary life, annual premi- 
um policies on her husband’s life 
which she had previously taken out 
and in which she was named as the 
beneficiary. Each of these policies 
was in the face amount of $100,000. 
By the terms of the trust the income 
of the securities which constituted 
Trust Estate A was to be used by 
the trustee to pay the net annual 
premiums on the policies which 
constituted Trust Estate B, with 
any excess of income over and 
above the amount necessary for that 
purpose payable to the taxpayer. 

“Upon the death of the taxpayer’s 
husband, if she survived, the pro- 
ceeds of the life insurance policies, 
which would then comprise Trust 
Estate B, were to be set apart in 
specified proportions in trust for 
the benefit of the taxpayer’s three 
children and sister-in-law, with re- 
mainders over. Other provisions 
with respect to the ultimate devolu- 
tion of the trust estates are irrelev- 
ant and need not be detailed. The 
taxpayer reserved ‘the right at any 


14—THE SPECTATOR, October, 1946 


time or from time to time during 
the lifetime of her husband * * * 
without notice to any person other 
then the Trustee, to revoke the 
trusts hereby created in whole or 
in part. Her husband died on 
March 19, 1939, the taxpayer not 
having exercised her power of re- 
vocation. 

“The taxpayer now contends that 
under the above circumstances her 
gift of the insurance policies con- 
stituting Trust Estate B became 
complete when her power to revoke 
the trust terminated at her hus- 
band’s death, and hence that she be- 
came liable in 1939 to pay a gift tax 
in some amount. She contends, how- 
ever, that the amount of that tax 
should be computed on the terminal 
reserve values of the policies inter- 
polated to the date of her hus- 
band’s death together with the parts 
of the last paid premiums appor- 
tioned to the end of the premium 
periods, which it is agreed ag- 
gregate $112,047.02, instead of on 
the face amounts of the policies, 
plus post mortem dividends of the 
stipulated amount of $3,314.15, mak- 
ing a total of $503,314.15, as the 
Commissioner determined and as 
the Tax Court decided. 


“The taxpayer rests her primary 
argument for the use of the ter- 
minal reserve values of the policies 
in computing her gift tax upon the 
proposition that had she exercised 
her power of revocation she could 
have repossessed herself only of 
those values, and upon the applic- 
able regulation held valid in Rob- 
inette v. Helvering, 318 U.S. 184, 
186, 187 (Treasury Regulations 79, 
Art.. 3), which provides in part that 
the gift tax ‘is a primary and per- 
sonal liability of the donor, is an 
excise upon his act of making a 
transfer, and is measured by the 
value of the property passing from 
the donor.’ She says that irrespec- 
tive of the value of her gift to the 
donees, its value to her is to be used 
in computing her tax, and that the 
value to her is only what she could 
have realized herself had she re- 
voked her trust; in other words, 
that she could give no more than 
she could herself have obtained had 
she exercised her power of revoca- 
tion. 

“Her argument is fallacious. . In 
the first place it rests upon a sup- 
posititious state of facts instead of 
upon the facts presented. The tax- 
payer actually did not repossess 
herself of her interest in the poli- 
cies of insurance upon her hus- 
band’s life by revoking her trust 
and we see no reason to consider 





what the tax consequences wouylg 
be if she had. In the second place 
if her argument were adopted the 
result would be to value the poli- 
cies at the moment of time anteceg. 
ent to the time when the gift be. 
came complete, whereas the stat. 
ute and applicable Treasury Regy. 
lations impel the conclusion that 
taxable value for gift tax purposes 
is the value of the gift to the donor 
at the moment it is made.” 

The court’s conclusion is ag foj- 
lows: “It is not easy to conceive of 
a ready market for matured life 
insurance policies, but if such a 
market existed, it is obvious that 
their price, what they would change 
hands for between a willing buyer 
and a willing seller neither acting 
under compulsion, would be their 
face value plus post mortem divid- 
ends. However, a relevant element 
bearing upon their value is the fact 
that such policies are not payable 
immediately upon death, but are 
payable only upon proof of death, 
Thus in some cases there may well 
be a substantial delay after the 
death of an insured in the payment 
of a matured policy, and this nat- 
urally would reduce the price for 
which such a policy would change 
hands at the time of death. No 
such delay, however, is indicated 
in the case at bar. For all that ap 
pears proof of death could have 
been and perhaps was made at 
once without even the loss of a 
day’s interest. In any event, the 
burden of proving delay in present- 
ing proofs of death, if there was 
any, rested upon the taxpayer.” 

The value of the policies for gift 
tax purposes was determined to be 
their face values plus post mortem 
dividends. 


St. Louis Refrigerating and 
Cold Storage Company. 
v. United States: 


“J. C. Walton and wife executed 
collateral assignment to plaintiff on 
October 25, 1932, of three life in- 
surance policies having face value 
of $25,000. The wife was benefic- 
iary of the policies. Walton was 
indebted to plaintiff in excess a 
$25,000, evidenced by five promis 
sory notes, dated January 2, 1932 
due respectively two, three, four, 
five and six years after date. The 
assignment recited the interest of 
assignee in the assigned polity 
‘shall include any and all indebted 
ness which may now or at any time 
hereafter be owing to the said @& 
signee and which may exist at the 
time of the settlement of the pol 
cies, the remainder of said policies, 
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if any, being unaffected by this 
assignment.’ 

“On assignment, the polices had a 
cash surrender value of $8,107, sub- 
ject to loans aggregating $6,734.89 
plus interest of $197.18. For fiscal 
year ending April 30, 1933, plaintiff 
charged off the Walton indebted- 
ness of $25,000 and took a deduction 
of $25,000 on its tax return for that 
year, thus acquiring a tax benefit. 
Walton died during the year pre- 
ceding April 30, 1942. Plaintiff re- 
ceived $18,188.70, representing net 
proceeds of Walton’s insurance, 
none of which was included in its 
tax return. After deducting pre- 
miums of $5,012.57 paid by plaintiff, 
the Commissioner taxed the re- 
mainder of the insurance proceeds. 
Plaintiff paid the deficiency of $4,- 
04 plus interest of $487.72, for 
which recovery is now sought. 
“Plaintiff claims that proceeds of 
insurance policies are exempt from 
taxation under the provisions of 
Section 22(b) of the Internal Reve- 
nue Code. Defendant answers that 
the policies were transferred by 
assignment for a valuable consid- 
eration, and since the indebtedness 
of Walton was deducted as a bad 
debt, resulting in a tax benefit, the 
insurance payment represents in- 
come, taxable under Sub-section 
(b) (2) of Section 22. Plaintiff re- 
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alleged consideration exceeds the 
amount received from the policies, 
there is no net recovery by the 
taxpayer. * * * 

“The assignment recites a ‘consid- 
eration of $100’. The entire interest 
of assignors in the policies is not 
assigned, but the interest of plain- 
tiff is conditioned: * * * ‘The re- 
mainder of said policies, if any, shall 
not be affected by this assignment’. 
There is no ambiguity in the stat- 
ute, or the instrument of assign- 
ment. Life insurance policies are 
a subject of assignment in Missouri. 
At the time of the assignment, the 
Walton notes evidencing the in- 
debtedness to plaintiff were not due. 
The assignment was in the nature 
of collateral security for the indebt- 
edness of Walton, and on assign- 
ment, the policies constituted a form 
of indemnity. The assignment pro- 
vides the interest of plaintiff in the 
policies is to the extent of ‘all in- 
debtedness’ which may exist at the 
time of settlement under the poli- 
cies, any excess ‘being unaffected 
by this assignment’. We conclude 
the amount received by plaintiff on 
the policies constitutes income and 
the taxpayer is entitled to exemp- 
tion for amounts representing ‘only 
the actual value of such considera- 
tion’ given for the assignment ‘and 
the amount of the premium * * * 
paid’ by plaintiff. 

“Amounts received as reimburse- 
ments for losses incurred for which 
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deductions from gross income have 
previously been allowed, with a re- 
sulting tax benefit, are includible 
in gross income in the year re- 
ceived. 

“Plaintiff's position, that the con- 
sideration for the transfer of the 
policies ‘necessarily was the amount 
of indebtedness of plaintiff Walton’ 
of $25,000 cannot be sustained. The 
burden is on plaintiff to show the 
‘actual value’ of the ‘consideration’ 
passing to Walton for the assign- 
ment. Aside from the instrument 
of assignment, its proof of certainty 
of value fails. While plaintiff as- 
serts a consideration representing 
the indebtedness, the Court cannot 
assume the face value of the notes 
(of principal or interest) represents 
the ‘actual value’. No effort was 
made to prove their actual value. 
That actual value was less than face 
value is manifest or at least indi- 
cated by the charge off. Viewed 
most favorably to plaintiff, actual 
value of the notes, or any part of 
them, at the time of the assignment 
is speculative. 

“We conclude that under Section 
22(b)(2) of the Code, the net pro- 
ceeds received by plaintiff on the 
assigned policies, less premiums 
paid by plaintiff, less the considera- 
tion of $1, constitute gross income 
to the plaintiff, includible in tax- 
payer’s gross income, for the year 
received.” 
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Some presidents agree, many 4, 


disagree with the principles behind 
Dear 
the recent action of the Mutual Ur 
Life 
Life Insurance Company of New York rates 
Mr 
in adopting a sliding scale of rates 
occas 
loan 
ing + 
W, | 
A continuation of the symposium some 
quest 
rate | 
"59 H 
son < 
of + 
publi 
ILL W. 
by a 
FRANK P. SAMFORD broa 


President, Liberty National Life, Birmingham _ 
press 


The question of interest rate to bility 


interest rates on policy loans. 


of executive opinions begun last month. 





be charged on policy loans and W 

whether or not the rate of interest | 

PAUL C. BUFORD should be scaled according to the ated 
size of the loan is one that I am — 

sure all companies have considered migh 

seriously. ove 

Legal reserve life insurance com- § "4" 

gene 


panies have during the past century 
built an enviable reputation for WwW 
stability and safety. They have 
weathered wars and _ depressions, 








© they have gone through periods of 
high interest rates and low interest 
rates, they have lived through 
periods of excessive mortality and 
periods of favorable mortality but 
during all of these periods in the 
past, they have continued to use the J guy 
J. W same mortality table and approxi- 
vee mately the same interest assump- 
HUGHES tions. i 
We are now in a period when . 7 
interest rates are low and mortality § me 
is favorable. New mortality table — °° es 
are being adopted based upon pres igh 
ent mortality and interest assump- " 
tions are being reduced. In other gw 
words, the business is adopting new a 
s standards based upon present day . oh 
conditions and is abandoning the as . 
standards that have proven them i 
selves over the years. lievh 
It seems to be an era of chang ed 
and now we are confronted will us. 






the question of a change in inter 
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est rates on policy loans because of 
the fact, no doubt, that policyhold- 
éfs making substantial loans can 
go to a commercial bank, use their 
life insurance policies and secure 
money at a very much lower rate 
of interest than is granted them 
under the provision of their policies. 
Most of us remember the time not 
too long ago when commercial banks 
were urging and even forcing their 





hange 
with 
inter- 


policyholders to borrow from the 
companies and pay their bank loans. 
This was done to such a great ex- 





go 
Yuvitation to Comp Presi 


Dear Mr. President: 


Under date of July 23, Lewis W. Douglas, president of the Mutual 
Life of New York, announced to his field force a reduction in interest 
rates on policy loans. 

Mr. Douglas gave as reason therefor the general decline in interest 
rates in recent years, which placed policyholders’ loans out of line and 
occasioned a decrease in the volume of these loans. Decreasing the policy 
loan rates, he holds, will tend to increase investment income by increas- 
ing the policy loan business. Following the announcement by Mr. Douglas, 
W., Ellry Allyn, Insurance Commissioner of Connecticut, in response to 
some inquiries as to his department's attitude, made a statement which 
questioned the advisability of life insurance companies reducing their 
rate on policy loans, but stated that his department would take no action 
"so long as there is no unlawful discrimination." Later Mr. John Thomp- 
son of the Mutual Benefit of Newark, N. J., and Mr. Ralph Lounsbury 
of the Bankers National of Montclair, N. J., opposed the plan and 
publicly released letters to their agents. 

We believe that such a fundamental change in life insurance pzactice 
by a company as large and as old as the Mutual Life is a matter of 
broad public interest because of the almost universal acceptance of life 
insurance by the American people. These policyholders expect an ex- 
pression of opinion by leaders of life insurance thought on the advisa- 
bility and effect of such a procedure generally. 

We are, therefore, asking you to write The Spectator, for publication, 
your judgment on the need now, or at any time, for a revision in the 
present practices and the influence such a sliding scale of interest rates 
might have on discrimination, lapsation, investment income and loan 
repayments. In your opinion is there any need now of bringing life 
insurance interest rates on policy loans in closer conformity with the 
general money market? 

We would greatly appreciate an expression from you. 


Sincerely yours, 


7.9. V. Cullen 


Editor 


values. 


the policy. 


profitable and 





RATES ON POLICY LOANS 


HA 


tent that many companies were hard 
pressed to meet the demands made 
upon them for loans and surrender 
In those days, almost every 
company was making every effort 
to keep policy loans to a minimum 
contending that a loan against the 
policy was the first step in lapsing 


No one can guarantee that such a 
condition will not exist in the future 
and if policy loans are made less 
if cash and loan 
values have been increased by rea- 






e 


| 


W. M. HOBBS 





son of greater reserves, the com- 
panies may find themselves in an 
even more embarrassing position 
than they were in 1932. 

It therefore seems to me that it 
is a mistake to try to change the 
contractual interest rates on policy 
loans so as to compete with bank 
loans. After all, they are not similar 
transactions; the bank loan is for a 
definite period of time and there 
is no obligation on the part of the 
pank to renew the loan at the same 
rate of interest. 

It seems to me that this situation 
might be met if companies were 
authorized to make collateral loans 
for amounts up to the full reserve 
value of the policies, such loans to 
be for a definite period of time not 
to exceed one or two years and at 
such rates of interest as might be 
established by the company at the 
time the loan was made. The com- 
panies would then not only be in 
a position to compete with banks at 
times when excess money was avail- 
able but would also be in a position 
to lend money to its own policy- 
holders at an attractive interest rate 
without being forced to guarantee 
the same interest rate over an in- 
definite period of time. 

If it were possible to include a 
clause in the policy contract in 
addition to the present loan pro- 
vision setting out as a new benefit 
the policyholder’s right to negotiate 
a short term loan with his policy 
as collateral, the companies would 


THE SPECTATOR, October, 1946—I!7 





then have a flexible position. It 
would enable them both to render 
a service to their policyholders but 
at the same time protect the other 
policyholders who are not borrowers 
and who should not be called upon 
to pay a part of any loss that might 
be incurred in connection with a 
contractual obligation to make loans 
to policyholders at a fixed rate of 


interest. 
* * * 


R. McALLISTER LLOYD 


President, Teachers Insurance & Annuity 
Association of America, New York 
Responding to your inquiry of 

August 28th I am glad to give you 

a statement of my personal views 

concerning policy loan interest rates. 
There is now and has been for 

several years, I think a distinct need 
for a moderate lowering of the 

classical 6% (or 6.38%) rate to a 

rate in somewhat closer conformity 

with present money rates. This 
statement assumes that the reduc- 
tion should be made on a year to 
year basis so that when money rates 
rise the policy loan rate can be in- 
creased. In my opinion, the need 
for a current reduction arises largely 
in order to promote good relation- 
ships between policyholders and 
their companies and only in small 
part from investment considerations. 

As to how far the policy loan 
interest rate should be reduced be- 
loan 6%, the situation probably dif- 
fers between companies. In the 
case of TIAA, a special kind of 
company with hardly any large 
loans, the arguments in favor of re- 
duction below 5% seem to carry 
little weight. 

On January 1, 1939, on a year to 

year basis, TIAA established a 5% 

interest rate on policy loans under 





all policies in force, including those 
calling for the 6% rate. This was 
a step at that time rare, if not 
unique, among life insurance com- 
panies; its wisdom has since been 
demonstrated. This reduction has 
been renewed each year since 1939 
and has provided policy loans at an 
interest rate which, I think, is 
eminently fair and fully justifiable, 
when full consideration is given .0 
the size and character of the policy 
loans of TIAA. 


* * ” 


H. S. WILSON 


President, Bankers Life, Lincoln, Nebr. 


I have your letter of August 28, 
requesting an opinion for publica- 
tion of the need for a revision of 
the current practices with reference 
to policy loan interest rates in view 
of the recent action of the Mutual 
Life of New York. 

To comment adequately on all 
four of the areas which you men- 
tion would unquestionably require 
more language than would be suit- 
able for your purpose. Briefly it 
might be said that discrimination 
would not appear to be a vital mat- 
ter for consideration inasmuch as 
the loan privileges and _ interest 
rates would be offered to ali policy- 
holders of any company equally 
under like circumstances. 

Naturally the company invest- 
ment income would be increased by 
a larger volume of policy loans, so 
long as the rate of interest charged 
was in excess of the interest rates 
available from other forms of in- 
vestment. 

The only effects of lowered policy 
loan interest rates upon loan Tre- 
payments that would seem apparent 
is that it would tend to slow down 
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the volume of loan repayments jp. 
asmuch as there is less incentive for | com 
the policyholder to lighten hig jn. |it WOU 
terest load. sive ui! 


It would seem that the effect on institut 
lapsation is in reality the crux of = 
the entire question. The old axiom mortga 
that loans mean lapses, especially een 
in time of economic stress, is tog |* 4 
well proven to need further com. a ve 
ment here. ies 


Whether the position taken by the oe 
Mutual Life is correct or not would tools it 
seem to depend upon one’s concept | partme! 
of the fundamental purposes of a > and 
life insurance policy. If it is to be it does 
considered as just another piece life inst 
of personal property or chatte] fo pros} 
which can be mortgaged or put Up lyading 
as collateral with impunity, then |empan 
the Mutual Life’s position is ¢or- lwhen d 
rect. If this concept is correct, part or 
carrying it out to a logical con- pose de 
clusion would seem to lead us ton the 
the position that the industry. hased. 
should abandon much of its present! 
day training of salesmen and! 
methods of selling now in use. We! 
are now training our field men to! 
do “need” selling. They are mak-hesdent 
ing a good share of their sales for| 
specific purposes such as clean-up! 
funds, mortgage redemption, educa -Follov 
tional policies, old age retiremen, douglas’ 
and so forth down through the list} his i 
of innumerable specific needs. It/! Policy 
seems a bit inconsistent to be sell-/dy « 
ing policies for these purposes and™ounts 
at the same time encouraging ourfi™ tha 
policyholders to destroy in part atf! Ur P 
least the benefits for which thep bre 
policy was originally bought by en- ouglas 
couraging them to mortgage that/® Wot 
program with the inducement off¢ und 
reasonably competitive loan inter-f? Com 





est rates. We ha 
Possibly in the Mutual Life'sf"® 5 

thinking there was the idea thatpPlicyow 
policy holders are going to bor- 7. 
Ms fe 


row anyway, so why not give them 
the service and secure the benefitsf? “yth 
of the interest income. True ther f'’ dowr 
are limits to the extent that one} Poli 
should attempt to be his brother's Hs a pe 






keeper. On the other hand, thef""¢T m: 
benefits of a completed insurancef™ not 
contract, bought for a specific need "ns 
are of tremendously more value toF*aace 
the average run of policyholdesf'™e ob! 
than would be the savings of af*® con 
per cent or two on the money avail- plicy Jo 
able for loaning purposes provided y” ter b 
in that contract. re. po 
mg tor 






With the thought in mind that 
policy loans mean lapses, specially 
in periods of economic stress, and 
weighing the benefits of the cul 
rent savings of a small precentagt 
in interest as against the partid 
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nts in- 
ive for 
his in- 


or complete loss of policy benefits, 
it would not seem to be an exces- 
sive use of police power for the 
institution of life inusrance to dis- 
courage, so far as possible, the 
mortgaging of policy contracts and 
insurance benefits by maintaining 
, noncompetitive policy loan rate 
of interest. 

It is recognized that modern mer- 
chandising has rapidly changed. The 
drug stores sell hosiery and garden 

would |ingls in addition to pills; the de- 
-oncept partment stores sell farm machin- 
S of a ery and portable houses. However, 
$ to be|+ does seem that the institution of 

Piece |jife insurance should be big enough 
chattel |, prosper without competitively in- 
put up |yading the field of the personal loan 
, then|mpanies or the banks, especially 
is COr-|when doing so tends to destroy in 
correct, part or in whole the primary pur- 
il con- pose desired by the policy owner 
| US tO4t the time the policy was pur- 
dustry! hased. 
present | 


fect on 
rux of 
axiom 
ecially 
is too 
r com- 


by the 





nm and} i i 
e. We 
men to! O. J. LACY 


e mak-bresident, California-Western States Life, 


les for| Sacramento, California 
ean-up | 
educa |. Following the receipt of Mr. 


-emen, Pougias’ letter of July 23 announc- 
the list his intention of the sliding scale 
ds. It?t policy loan interest, we made a 
ye sel]-ftudy of our policy loans by 
es and#mounts, and reached the conclu- 
ion that such a small percentage 


ng our ; - 

part at pf our policy loans were in the up- 

ch theP’? brackets mentioned in Mr. 
ouglas’ letter that the number 


by en- 
re that hho would receive a lower interest 


ent offe under such an arrangement in 
inter-P’ Company would be negligible. 
We have looked upon policy loans 
Life’sPOTe aS an accommodation to the 
.a that Plicyowner than as a source of in- 
o bor-pme to the Company. We have 
e themP” felt that we did not wish to 
nenefits f° 22ything to encourage the tear- 
e there f'8 down of a lite insurance estate 
at onef® Policyowner sought to build. 
rother’s i's a peculiar thing that a policy- 
id, the fer may owe money to the bank 
md not consider that it has any 
waring whatsoever upon his life 
msuraace, but let him transfer that 


surance 


c need, 


alue to , 
holders Pe obligation to his life insur- 
; of afte company in the form of a 


, qvail-Policy loan, and immediately the 


-ovidedf"Ster begins to demonstrate (?) 
0the policyowner that he is pay- 
mg for more real life insurance 


d_ that : 
ecialll protection than he is getting. Of 


burse, the twister always fails to 
et the policyowner know that that 
much life insurance is needed to 
ave the net amount anticipated to 
@ policyowners beneficiaries in 
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the event of the demise of the 
policyowner. 

Parenthetically, may I add right 
here an expression I have often 
voiced, and which I know causes 
some wry faces on the part of offi- 
cers of some so-called very sanc- 
timonious companies. It is to the 
effect that if the home offices of 
these companies didn’t accept the 
twister’s business, there could be 
no such thing as a twister, and, 
therefore, no harm done to the 
policy owner. 

Charles Hommeyer, formerly 
vice-president of the Union 
Central, long since passed on to his 
reward, once made a very pungent 
and true statement, either at a 
meeting of the Life Agency Officers 
or the Life Insurance Sales Re- 
search Bureau, which I attended, to 
the effect that “no practice can be 
maintained long in the Field, be it 
good or bad, unless it has the sup- 
port and/or approval of the respec- 
tive officers of the Company.” 
Charley was a forthright life insur- 
ance man. I remember at that time 
that his statement was not well 
taken in some quarters, but none 
denied its truthfulness. 

I am in accord with the state- 
ment of the Mutual Benefit to the 
effect that because life insurance 
loans need not ever be paid by the 
policyowner, and are, therefore, 
long term obligations, there is no 
more reason that the rate of interest 


should fluctuate in accordance with 
the rate of short term paper than 
that long term corporate, municipal 
or Federal bonds should similarly 
fluctuate in interest rate, with that 
of short terms. 

ok * * 


PAUL C. BUFORD 


President, Shenondoah Life, Roanoke, Va. 


You requested me to comment on 
interest rates on policy loans in 
view of the recent announcement 
of the Mutual Life of New York of 
a sliding scale of interest rates. 

A policy loan is not comparable 
to an ordinary commercial loan. It 
arises through a contract right of 
the policyowner to demand the 
money from the life insurance 
company at a contract rate of in- 
terest. The policyowner having re- 
ceived the money, may keep it as 
long as he desires with no obliga- 
tion whatever to make repayment 
until the maturity of the policy, 
and experience shows that the large 
majority of policy loans are never 
repaid by affirmative action of the 
policyowner, but only by adjust- 
ment of values upon surrender or 
maturity of the policy. There ap- 
pears to be no valid reason for con- 
sidering a policy loan as a commer- 
cial personal loan and, consequent- 
ly, a comparison of interest rates, 
long term with short term, is un- 
warranted. I do not advocate com- 
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peting with banks and loan com- 
panies for personal loans. 

The life insurance business is not 
a personal loan business and life 
insurance companies generally do 
not wish to see the policy loan 
account increased. Indeed, a small 
percentage of assets invested in 
policy loans has been usually re- 
garded as a healthy condition from 
the standpoint of  policyowner, 
agent, and company. The life in- 
surance business primarily is the 
business of furnishing protection 
to the average American family 
against the hazard of the untimely 
death of the breadwinner. The 
average family needs all the life 
insurance owned and certainly the 
breadwinner should not be _ en- 
couraged to encumber the policy 
and thus decrease his family’s pro- 
tection. The policyowners who can 
obtain a three percent rate on short 
term loans from banks are those 
carrying substantial amounts of in- 
surance and constitute a compara- 
tively negligible percentage of the 
owners of life insurance policies. 
The five percent or six percent 
policy loans of small amounts are 
not a source of much profit to the 
average company. On the great 
bulk of policy loans, such rates are 
fair rates. 

I think the sliding scale of in- 
terest rates is neither wise nor 
expedient in the interest of policy- 
owners and their beneficiaries. It 
is of doubtful fairness to the aver- 
age policyowner. The investment 
problem will not be solved or made 
appreciably easier by making more 
policy loans. 

“ «” - 


R. P. BOARDMAN 


Executive Vice-President, Wisconsin Na- 

tional Life, Oshkosh, Wis. 

Our President, General C. R. 
Boardman, to whom your letter 
of August 28th was addressed, is 
absent with illness and I am accord- 
ingly undertaking to make response 
for the company in his stead. The 
reduction of policy loan interest 
rates by the Mutual Life of New 
York has been the subject of con- 
siderable discussion by our staff, as 
I assume it has by the staffs of 
other companies. These discussions 
were had both before and after 
publication of the opinions ex- 
pressed for their respective com- 
panies by Mr. John Thompson of 
the Mutual Benefit of Newark, New 
Jersey, and Mr. Ralph Lounsbury 
of the Bankers National of Mont- 
clair, N. J. Because I felt that my 
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J. P. FORDYCE 


own reaction might be biased some- 
what by long previous experience 
in banking, I purposely provoked 
a discussion from several angles. 
The opinions of all of our officers 
were very definitely expressed and 
were unanimous, in agreement with 
those quoted from the statements 
by Messrs. Thompson and Louns- 
bury. Emphasis was placed espe- 
cially upon the difference in pur- 
pose and function between the 
policy loan made by an insurance 
company and the secured loan made 
by a bank upon insurance cash 
value as collateral. It seems to us 
that the record of the two types 
of loans itself clearly reflects this 
fundamental difference in the fact 
that the greater percentage of bank 
loans on insurance are paid off, 
whereas the greater percentage of 
policy loans ultimately become de- 
ductions from the policy proceeds. 

At first sight the argument that 
policy loan rates should be in har- 
mony with other rates, appears 
persuasive. Upon further examin- 
ation, however, it may be rejected 
as incompetent and irrelevant by 
virtue of two considerations. 

(1) That the plain purpose of the 
policy loan is to provide the policy- 
holder the use of the surrender 
value which his premium payments 
have created as a recourse in time 
of real need when loans from other 
sources are not available. As Mr. 
Lounsbury has indicated, from the 
angle of pure theory and the phil- 
osophy of insurance as an instru- 
ment of economic and social wel- 
fare, even such restricted loan use 
of insurance can be questioned. 
Accepting it as it is, however, the 








fact remains that it is still pro When 
only a final recourse and Whe, Life wa! 
availed of as such the establish Woll, Pr 
rate charged by the companies yy Life, a¢ 
be as low as and usually Joye § Douglas 
than that charged by other loan § whicl 
institutions. In other words, 4,9 
insurance companies with r fication ‘ 
to policy loans are standby crejj§ and 
institutions for the policyholder think, S 
They are ready and in fact requipg§ !™ wl 
to render this service when nece§ ron 
Sary and there accordingly is y Woll a 
reason why the rate for the use gf willing 
these funds should be governed by 
competetive loaning conditions, 

(2) Policy loans are essentially E 
small loans and the handling of Presid 
them involves all of the expeny 
of the small loan business. This 
a condition which even in the high. 
ly competitive small loan field ten 
to restrict changes in interest ra 
and which as it operates in 
policy loan field unquestionably n 
duces the net yield to a figure tha 
can be regarded as reasonable ey 
when the competitive rates of Teg 
ular loaning institutions are at 
low level. 





er 


The at 
New YO 
sale th 
loans hi 
sideratio 
general 
least at 
reductio 
harmful 
Policy 
* * * primary 
ance COI 

J. W. HUGHES tractive 

President, Guarantee Mutual Life, Omant % this 
tions. V 
will mal 





Relative to your inquiry, the in- 
teresting announcement concerni 
a reduction in interest rates on apa 
policy loans by the Mutual Life has Ae ( 
created a wide difference of opinion ll 
as to the necessity and advisability a. 
of such action. 
op ; 40 be re 
This is unfortunate as it will nce 
have a tendency to further confuse —— 
the public in relation to a proper she . 
understanding of the fundamental ame is 
difference between a bank loan and company 
a policy loan. 
The situation ma ] —.*, 
Ss y supply ammurtis not : 
nition to radically inclined individ- to assist 
uals and it would seem that a it absol 
major change of this kind should For tl 
be made only after a careful study there is 
of the long range effect of such} + ay, 
action. rates on 
formity 
market. 


* * * 


J. P. FORDYCE 
President, The Manhattan Life, New York 


In answer to your letter of August Cc 
28th, regarding the action of the} peijent 
Mutual Life in reducing interest 
rates on policy loans, I do not feel 


that I could add anything to what Acknc 
has already been said by Mr. al let 
e 


Thompson, of the Mutual Benefit, 
and Mr. Lounsbury, of the Bankers } “unc 
National. I find myself in hearty pence 
accord with the opinion expressed that I 
by both of these gentlemen. ay che 














when the action of the Mutual 
Life was announced, Mr. Matthew 
stablishy Woll, President of the Union Labor 
anies yf Life, addressed a letter to Mr. 
ty iy Douglas on this subject, a copy 
r lo “a of which he mailed to me. This 
7 letter was written prior to the pub- 
: a lication of the views of Mr. Thomp- 
spect j 
gn and Mr. Lounsbury. It is, I 
think, a most excellent letter. If 
 fvoy will pardon me, I would sug- 
. on yn that you get in touch with Mr. 
SS Woll and find out if he would be 


Proper) 
Nd Whe 





wll willing to have his views published. 
orned by ie a 
ions, 
Sentially E. KIRK McKINNEY 
dling ff President, Jefferson National Life, 
expense Indianapolis 

Thi "I the action of the Mutual Life of 
he hig New York in reducing on a sliding 
gale the interest rates on policy 


loans has been given some con- 
sideration by our Company. Our 
general reaction is that there is at 
least at present no need for this 
reduction and that it might be 
harmful rather than helpful. 

Policy loans are not one of the 
primary functions of a life insur- 
ace company and if made too at- 
tractive might encourage an abuse 
 Omah§if this privilege and cause lapsa- 
tions. While we realize that banks 
will make loans at a lower rate of 
interest with policies as collateral, 
oe hat is the function of a bank, and 
ife has in our estimation becomes a more 
oP: — yrsonal obligation to the’ policy- 
sability holder and, therefore, more likely 
to be repaid than a loan by an in- 
urance company. 

True, if and when a bank does 
Propelt make a loan on a policy, that in- 
mental come is a loss to the insurance 
an and cmpany, but as we see it the 
wimary purpose of this privilege 
s not for investment income but 
lo assist the policyholder if he feels 
it absolutely necessary. 

For that reason, in our opinion, 
here is not now any urgent need 
of reducing life insurance interest 
tates on policy loans in closer con- 
ormity with the general money 
narket. 
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ugust CRAWFORD H. ELLIS 
f the hesident, Pan-American Life, New Orleans, 
terest La. 


t feel 
what} Acknowledging the receipt of 


Mr. | ur letter of August 28 in regard 
snefit,| the reduction in interest rates 
nkers} “20unced by the Mutual Life In- 
earty} “ance Company, would advise 


that I am absolutely opposed to 
wy change in the plan of interest 








rates on policy loans. It will not 
only tend to encourage  policy- 
holders to borrow on their policies 
but it will also result in a larger 
lapse rate because many people will 
borrow money unnecessarily to 
make other investments, whereas 
policy loans were intended “merely 
to help policyholders in time of 
distress to keep their insurance in 
force. 

There is absolutely no necessity 
for a reduction in interest rates on 
policy loans and I regret to see 
such a large company as the Mutual 
Life take this step. © 


om . = 


SAMUEL P. WEAVER 
President, Great Northwest, Spokane, Wash. 


Speaking from the viewpoint of 
the small company, I am of the 
opinion that interest rates on policy 
loans should not be reduced below 
the 6% rate that has been custom- 
ary for many years. Here are my 
reasons: 

(1) The making of loans be- 
longs, primarily, to the business of 
banking, and the policy loan must 
be so classified. Life insurance 
companies make them because the 
cash surrender value belongs to the 
policyholder and the privilege was 
included in the policy contract. 

(2) The average policy loan is 
small. Since, we pay 342% on the 
reserves, the 244% difference will 
hardly pay the expense that the 
company suffers in handling the 
loan. 

(3) Every policy loan endangers 
the policy contract, and lessens the 
protection afforded by it. It seems 
to me, therefore, that it should not 





CHARLES H. LEBER 


be encouraged by a low interest 
rate. 

(4) Our experience has been that 
we are not in competition with the 
banks. Bank loans are limited to 
the larger -policies, are secured 
through an assignment of the policy 
and are limited as to time. Our 
policy loans have no fixed time of 


payment. The interest on bank 
loans as a rule, is compounded 
quarterly, while policy loans are 


subject to straight interest only, 
and are not callable. 

(5) Life insurance companies 
endeavor to encourage saving and 
the building of an estate. Policy 
loans at a low interest rate have a 
tendency to encourage spending and 
to the engaging in speculative enter- 
prises, or other ventures of a tem- 
porary nature not consonant with 
a sound insurance program. 


CHARLES H. LEBER 


President, Public Service Life, Health and 
Accident, Seattle, Wash. 


Re: Your letter of August 28th 
with reference to reduction of in- 
terest rates on life insurance policy 
loans. 

Frankly, the undersigned con- 
siders this move shortsighted, and 
of a “patch-work” character 

We liken this somewhat to a 
salesman incorporating into his 
sales talk each new objection, and 
the answer to it as his experience 
develops them. 

This, we have found, builds a 
mighty poor salesman unless he can 
be halted in the practice. We be- 
lieve this: the value of life insur- 
ance lies in its continuity. Policies 
upon which loans are repaid are 
almost, comparatively speaking, a 
rarity. It is like borrowing money 
from a relative. There is no obvious 
penalty for failure to perform. The 
bad news is put off too far into the 
future and, of course, it may be 
one’s beneficiaries who may pay 
the loan through deduction. 

We believe that anything which 
induces a policyholder to jeopardize 
his coverage is bad for him and 
bad for the business. Anything 
that discourages a_ policyholder 
making loans is good for him and 
good for the business. 

For the insurance industry to 
reach out in desperation, in an 
attempt to stimulate policyholder 
loans, temporarily looks okay, but 
wait until national economy reaches 
the other end of the swing of the 
pendulum. 

It seems quite evident that there 
will be a real price to pay. 
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We have attempted to solve the 
problem of available cash to policy- 
holders by building an independent 
reserve account in our Financial 
Security Policy, which fund is 
available without interest charge 
whatsoever, unless and until the 
money has been converted to paid 
up additions, whereupon the use of 
any values will, of course, be loans. 
Our rate of interest is 5% under 
this particular policy form and 6% 
under others where loans are made 
against insurance policy values. 

It. is a very attractive momen- 
tary picture to think of reducing 
your death benefit liability, by 
getting the reserve out into the 
hands of the policyholders and at 
the same time, having a very good 
interest bearing secured loan about 
which no worries about investing 
and reinvesting revolve. 

We think that business has been 
too easy to get the last several 
years, and that perhaps company 
executives have gotten a little bit 
on the “uppish” side toward the 
holding of business. There will be 
a real, hard scramble for the hold- 
ing of business in the years to come, 
and we think them not too far 
distant. 

We trust that this will give you 
an expression of our thoughts on 
the subject. 














HALSTEAD T. ANDERSON 


Vice-President, The Bankers Health & Life, 
Macon, Ga. 


Mr. P. L. Hay, President of this 
Company, asked me to answer your 
letter of August 28. 

It is~our opinion that there is no 
need for bringing life insurance 
interest rates on policy loans in 
closer conformity with the general 
money market, nor do we believe 
that a sliding scale of interest rates 
should be applied on loans to policy- 
holders. It is felt that to reduce 
rates for the purpose of attracting 
policyholders to borrow on their 
policies, or even to bring them 
more in line with commercial banks 
will not be of lasting benefit either 
to the policyholder or the life in- 
surance company. It is certainly 
not in the interest of the policy- 
holder inasmuch as the lowered 
rate would still be well above the 
rate of interest which the borrower 
could obtain by assigning his policy 
to a commercial banking agency 
under current market conditions, 
and insurance companies have 
never desired to compete with com- 
mercial banks. 

It is needless to point out that 
the law of supply and demand will 
continue to cause some fluctuation 
in interest rates generally, depend- 
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— hyphen smith 


"It's part of my time-control system. | can grant you a half-hour." 
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ing upon economic conditions, fy, 
ever, one great factor which m 
not be overlooked is that an ingy 
ance contract obligates the comp» 
irrevocably to make loans in gp 
or bad times regardless of wheth 
money is obtainable in the gg 
mercial market or not. 

Naturally, interest rates ay 
governed to a large extent by ¢, 
class of collateral involved, ang 
commercial institution can affp; 
to grant large loans at a reduc 
rate of interest where adequate qj. 
lateral is being pledged to segy 
the loan. However, in the matty 
of loans granted to insurance cop, 
pany policyholders it is felt thy 
the policyholder should be able 4 
borrow his money at a unifom 
rate of interest, and that the 
should be no discrimfnation in favor 
of those who borrow a larg: 
amount of money. Unlike comme. 
cial loans each policyholder ig j 
effect borrowing against his om 
savings, and the bigness of the loa 
should not be a consideration | 
granting a lower rate. 

It is our belief that while 
policyholder is entitled to his say- 
ings whenever he finds the need for 
them, the purpose of life insurane 
is primarily protection, and we se 
no advantage in inducements fo 
borrowing against cash reserve 
owned by the policyholder. 

Finally, we believe that no com- 
pany can reduce interest rates per- 
manently to a lower figure an 
remain within the bounds of safety 
and at the same time add materially 
to the volume of loans made t 
policyholders. It is our judgment 
that no material increase in such 
loans can be secured by this method. 

* * - 


D. EASLEY WAGGONER 
Vice-President, United Fidelity, Dallas 


We are in receipt of your favor 
of the 28th ultimo in which you 
asked our opinion on the plan of 
the Mutual Insurance Company in 
reducing policy loan interest rates 
on a graduated scale. 

In the first place it is our belief 
that it is illegal for a company 
operating under a charter from this 
State. If it isn’t we are certain 
that the Commissioner of Insurance 
would rightly frown on it. We 
would not adopt the plan even 
though the first two objections were 
both incorrect. We believe that it 
would be discriminatory against the 
small policyholder and we feel that 
it would be a boomerang in the 
long run. 

We do not encourage policy loans 
except in emergencies and regard 
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the cash value in our policies as 
the last reserve of the policyholder. 
We believe that it leads to lapsa- 
tion of the policy and we would 
like it much better if it were not 
necessary for a single policyholder 
to borrow money on his policy. 
We feel that we can make the 
interest required on the policy re- 
serves without encouraging policy- 
holders to borrow. We believe that 
the policyholder is borrowing from 
his widow which also isn’t a good 
jdea—until all else fails. 

If we ever see fit to reduce in- 
terest rates we intend to reduce all 
of them alike. 


* * * 


GORDON D. ADAMS 
President, The Wisconsin Life, Madison, 
Wis. 

I acknowledge your inquiry of 
August 28 regarding policy loan 
interest rates. On January 1, 1939, 
we reduced our rate to 4.8% on 
existing and future loans although 
our policy forms and outstanding 
loan agreements called for 6%. On 
reprinting of policy forms in 1942 
the 4.8% rate was included. This 
seemed a logical and equitable pro- 
cedure to our policyholders and 
agents and since then we have re- 
ceived very few complaints about 

high interest rates. 

It seems to me that the Mutual 
Life idea of a sliding scale would 
probably be justified from a cost 
analysis. However, judged from a 
public relations standpoint, I ques- 
tion whether it is good business 
since it leaves the company open 
to attack from those trouble makers 
who are always looking for just 
such an opening to claim discrim- 
ination in favor of large policy- 
holders, etc. 

* * * 


CLARENCE J. DALY 
President, The Capitol Life, Denver, Colo. 


Under date of July 26, 1946 Mr. 
Douglas of the Mutual Life wrote 
me announcing the new plan to be 
undertaken by his company. Upon 
receipt of his letter, I promptly 
answered, assuring him of my ap- 
preciation of the fair minded atti- 
tude of his company as regards his 
competitors in this matter. I think 
Mr. Douglas and the Mutual Life 
have been extremely thoughtful 
and courteous in the manner in 
which they have presented their 
new plan. I have nothing but the 


highest regard for both him and 
his company. Whether or not I can 
agree with the conclusions reached 
by him 


and his company and 














— hyphen Smith 


"Wouldn't it be simpler if you just bought an accident insurance policy?" 


whether or not I approve of the 
plan which he has initiated are two 
other matters. Therefore, since you 
have requested it, I have written 
down a brief statement of my 
thoughts on this important subject, 
which statement may or may not 
be published, according to whether 
you think it throws any light ~on 
the subject, or is of any help. 

At the present writing, in my 
judgment, a revision, which, ob- 
viously, under current conditions, 
means a reduction in interest rates 
charged for policy loans by the life 
insurance companies of the United 
States, is not justified. Certainly it 
is true, that under the extremely 
difficult investment situation 
presently existing, it is the bounden 
duty of all life insurance institu- 
tions to exercise the maximum of 
legal resource and sound diligence 
to the end that their diminished 
income be not further diluted—but 
at least maintained. And indeed 
it would ‘be a most helpful panacea 
for the investment ills of the busi- 
ness if life insurance funds in 
amounts of as high as twenty per 
cent of all assets were now, as 
formerly was the case, invested in 
policy loans, even at a somewhat 
reduced rate of interest. 

The present extremely difficult 
investment situation is in no way 
chargeable to the institution of life 
insurance, which has_ successfully 


and honorably withstood every 
crisis, epidemic and depression to 
date. It is rather chargeable to an 
extremely liquid economic position 
arising out of the tremendous ex- 
pansion and production for war, 
plus inability to purchase consumer 
goods sufficient to absorb the tre- 
mendous income and profits accu- 
mulated and on hand. There is, 
however, no more warrant for re- 
vising policy loan interest rates 
downward now than there was for 
revising them upward when the 
situation was the reverse in the 
late twenties and early thirties. 

If serious consideration be given 
to reducing interest rates now, there 
must be a_ substantial certainty 
that the reduction will assure a 
sufficient demand to overcome the 
loss sustained on already existing 
loans adjusted voluntarily without 
discrimination. That there is an 
adequate market for the required 
volume of increased policy loans 
under present idle money condi- 


tions, seems doubtful and specu- 
lative. 
If Life Insurance Institutions 


should reduce the rates and put on 
a drive for loans, there would in- 
evitably follow a sharp and de- 
structive competitive era, which 
would emphasize many unnecessary 
loans *nd reflect on the dignity, 
stability and reliability of such 
organizations whose benefits do not 
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vary and fluctuate with every eco- 
nomic disturbance, but rather firm 
and stable in good times and bad. 

If rates be reduced and there is 
act._ve encouragement of _ policy 
loans, there may be at least an 
implication that policyholders have 
been overcharged for years. Such 
is not the case and it can be easily 
proved. Generally, Insurance De- 
partments don’t think so. The T. N. 
E. C. disclosed no such allegation. 
The policyholders themselves, by 
and large, do not complain. When 
one considers the facility and avail- 
ability of policy loans, and the serv- 
ice rendered in connection there- 
with, there is no good ground for 
disapproval. 

When policy loan funds are ob- 
tainable on demand, without credit 
formalities, each and every working 
day, and are repayable at the option 
of the borrower, who signs no note 
and enters into no obligation, there 
is little cause for dissatisfaction. 
And when policy loans may be re- 
paid any time and in any amount, 
considering the cost of the incident 
handling, entries, accounting and 
notices, policyholders have indeed 
a valuable and economical asset in 
their policy loan privileges at the 
contractual rate at this time in 
effect. 

Emphatically, the welfare of the 
policyholder is paramount in the 
minds of the trustees who adminis- 
ter the companies. I make no 
criticism of those who have a view 
different from mine. It is the duty 
of the trustees to legally and sound- 
ly increase their policy loan inter- 
est income, if possible, for the bene- 
fit of all of their policyholders. But 
if their efforts along these lines 
should not produce the expected 
results, then the desired increase 
does not follow, and possibly a re- 
duction may be the result. At a 
time when the country is flooded 
with money, it seems inadvisable to 
assume the unlikely. 

Considering the incomparable 
performance of life insurance in- 
stitutions to date, and analyzing the 
policy contracts which have proved 
so effective and beneficial, doesn’t 
it seem unwise in the interests of 
both policyholder borrowers and 
policyholder non-borrowers to re- 
vise the contractual policy loan rate 
of interest, which over the long 
pull has been constant, dependable, 
sound and reasonable? 

Admitting the sacred quality and 
character of policy loan values, 
doesn’t it seem imprudent and haz- 
ardous to feature their easy avail- 
ability for fear they may be utilized 
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for speculative or foolish purposes? 
Involuntarily providing ill advised 
legislators and others with the im- 
pression that policy interest rates 
are not tested and equitable, seems 
unmindful of the day when present 
economic conditions will not pre- 
vail, doesn’t it? 

To me, the answers are in the 
affirmative. Life Insurance policy 
loans have performed a tremendous 
constructive service, at the con- 
tractual rate of interest— 

Through troublous times and 

in adversity, 

During golden days and with 

prosperity. 


™ * * 


T. A. SICK 


President, The Security Mutual Life, Lincoln, 
Nebr. 

In reply to your letter of August 
28th, our Company is at the present 
time making a survey of its policy 
loan portfolio. The purpose of this 
survey is to determine the average 
size of our policy loans, as well as 
the repayment habits of our policy- 
holders. 

The average size of our policy 
loans generally is small. Hence, we 
do not believe a plan such as the 
Mutual Life has placed in effect 
would be feasible for our Company. 

I would not favor the sliding 
scale of interest rates. It is pos- 
sible, however, that a rate of 5% 
on all policies is desirable. For the 
past several years, all new policies 
issued by our Company call for a 
5% policy loan interest rate payable 
in advance. On the basis of inter- 
est rates in the general money mar- 
ket, I doubt that life insurance com- 
panies could actually afford to bring 
policy loan rates down to a point 
where they are actually competi- 
tive. I do not believe the matter 
should be approached from that 
angle. On the other hand, a rate 
comparable to present day lower 
interest rates, considering the ad- 
vantages which a direct policy loan 
offers, might be in order. I believe 
a rate of 5% at the present time 
might be proper. 

As stated above, our Company 
will effect no changes in its present 
policy until a survey has been com- 
pleted covering our experience. 

* 7 * < 


WALTER J. COLTON 
Vice-President, Great States Life, Bloom- 
ington, Ill. 

There has always been a question 
in our minds just how policy loans 
should be handled and what is a 
fair rate of interest. The practice 
of Great States Life is to charge 








6% in advance. We realize that, 
a loan of $500.00 or more, this rap 
is high. On the other h 
have a great number of policy iggy 
that are less than $100.00, 
handling charges and the pri 
to re-pay at any time during 
year has caused us to feel that 
rate of interest is very fair, © 

Of course, the rate of inter 
earnings on investments has ge 
creased year after year and from, 
comparative angle, the rate charged 
by us is high. On the other hand 
there are banks who are willing ty 
loan at a fair rate of interest, using 
the policy as collateral. 

The attitude of Great States ha 
been to encourage people to borrow 
elsewhere because it cannot be de. 
nied that a policy with a large loa 
against it is subject to lapsing a lo 
quicker than if the policy is use 
as collateral on a bank loan. It js 
a fundamental fact that even ip 
view of the 6% interest rates that 
we would not want 50 or 75% of 
our investments in policy loans 
Therefore, we feel that it is wisest 
to encourage individuals who are 
going to borrow large sums, to do 
so elsewhere than directly with the 
Insurance Company. 

* * * 


JOHN A. FARBER 
President, The Service Life, Omaha, Nebr. 


Mr. Douglas’ pro forma announce- 
ment of a drastic revision down- 
ward of interest rates on _ policy 
loans hits the insurance field with 
the force of an atomic bomb. In 
many ways, it is one of the most 
radical departures from traditional 
practice that we have witnessed in 
the contemporary’ period. Of 
course, such a proposal might be 
expected from a person of Mr. 
Douglas’ capacities and reputation 
for fearless behavior. 

It may well be that the time has 
arrived for a revision of such rates. 
However, one is constrained to sug- 
gest that the announced basis for 
the action is not well-founded. In- 
surance Companies cannot serve 
their primary function as a social 
and economic institution upon 
which a vast majority of our popu- 
lation depend for family security 
by basing their acts on the flimsy 
ground of meeting the competition 
of banks. We are charged with a 
public trust which suggests that it 
may be our function to resist the 
pressure of banks to reduce inter- 
est rates by acting as a curb rather 
than as a stimulant to competitive 
reprisals that might force the rates 
of both to an absurd level. 

(Continued on Page 26) 
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At the finger-tips of the /Etna Life Salesman are the results of years of experience .. . 


streamlined into one compact, easy-to-follow plan of action. He starts off with a fresh 
approach—a genuine service welcomed by most businessmen. He knows how to uncover 
the facts which mean larger policies. He knows how to steer clear of legal technicalities. 
He knows field-tested methods of controlling the interviews, meeting objections and 


closing sales. He uses a sales-tested technique which has helped to set many of /Etna’s 


top production records. 


ATNA LIFE INSURANCE COMPANY 


Affiliates: 


Etna Casualty and Surety Company HARTFORD 15, 





Suanderd Fire InsurenceCoapany CONNECTICUT 
SMT__ XMAS TTC 
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(Continued from Page 24) 


Moreover, a step of this moment 
might well have entailed the careful 
consideration of the attitudes and 
position of life insurance companies 
generally. Certainly there was 
room for limitless and perfectly 
legal exchange of views before such 
an announcement. The character 
of this step is certain to bring in 
its wake a volume of lapsation. It 
provides a natural setting for a 
large amount of twisting of business 
because policyholders of other com- 
panies may be induced to feel that 
they are discriminated against. 


Finally, although perhaps most 
importantly, the impact of this ac- 
tion on the nation’s economy should 
have been the subject of deliberate 
consideration with banking _insti- 
tutions and governmental agencies 
concerned with lending practices. 
We are engaged in a mighty strug- 
gle to avoid run away inflation. 
The availability of more cheap mon- 
ey may well be disastrous. All in 
all, if the step is merited, it is much 
too hastily executed and lacks the 
imprint of a thorough consideration 
of collateral elements which may 
be extremely detrimental to all 


concerned. 
«© * 7 


J. S. GOULD 


President, The Reliable Life, Saint Louis, 
Mo. 


Replying to your letter of August 
28th, 1946, our Company, due to the 
nature of our business in force dur- 
ing the last depression, was not con- 
fronted with the problems of policy 
loans. 

However, I have some apprecia- 
tion of what took place in the local 
offices of large eastern companies. 
The local managers’ desks were 
piled high with loan applications 
and I do not believe the question 
of whether the interest was 8%, 6%, 
5%, or less, made any difference to 
the borrower. They needed the 
money and their life insurance 
policies came to their rescue in a 
time of great need. 

I believe that policy loans are a 
very fine attraction to life insurance 
policies and that the rate of interest 
charged should be the going rate. 
I think, also, that the rate of interest 
guaranteed on funds left on deposit 
should be the going rate and that 
the sooner we in the life insurance 
business get it out of our heads, 
once and for all times, that we can 
invest and return to our policy- 
holders or beneficiaries a greater 
rate of interest on their funds than 
can the banks and lending institu- 
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tions of this country, the better off 
we will be. 

To charge a higher rate of interest 
on policies loaned, is equally as bad 
as guaranteeing a higher rate than 
the going rate on funds left on de- 
posit. I do not feel that a sliding 
scale of interest rates should be 
used, but rather a reduction of the 
interest rate on policy loans in 
closer conformity with the general 
money market and a charge of a 
small amount for the handling of 
loans, similar to the surrender 
charge on cash surrenders. 

Certainly, I agree with Mr. Lewis 
Douglas in taking a stand that the 
interest rate on policy loans must 
be in closer conformity with the 
general money market. 


* * * 


WALTER G. VOECKS 


President, Lutheran Mutual Life, Waverly, 
lowa 

In response to your invitation of 
August 28th, I am giving our re- 
action on the policy loan interest 
rate reduction made by the Mutual 
Life of New York. 

Our first reaction was that it is 
highly discriminatory. While there 
is obvious justification for a lower 
interest rate on a large loan than on 
a smaller one, we feel that this 
must be viewed in the light of the 
general insurance principle that the 
purchaser of a large policy shall not 
be entitled to a lower unit rate than 
the owner of a small policy. If that 
applies to the total policy, it must 
also apply to each provision thereof. 

We feel that inasmuch as an in- 
surance company can exercise no 
discretion in the selection of loans 
and is required to make all loans 
requested within the cash value of 
the policy, we may, even on large 
loans, be inviting a high adminis- 
trative cost. We may be entering 
the field of short term, thirty or 
sixty day, business loans. Possibly, 
a minimum time limit would an- 
swer this objection, although, it 
would violate the principle that any 
policy loan should be repaid as 
rapidly as possible. 

There are, of course, other techni- 
cal considerations which may = or 
may not be important, for the pur- 
pose of this letter, I am thinking of 
this situation. Suppose a_ policy- 
holder has a $1500 debt on his 
policy, but it is made up of a whole 
series of small loans. Is he entitled 
to the lower rate? Will the lower 
rate apply to any small loans made 
in excess of the minimum require- 
ment? If not, are we not driving 
him to the bank in the same manner 


as heretofore by forcing him tp 
make a temporary loan to Pay off 
the existing indebtedness in Order 
that he may make one loan for the 
larger amount? 

Then, of course, we come to the 
principle which was expounded gp 
loudly a dozen years ago, and of 
which we were all so fully aware 
of at that time, namely, that an 
impaired policy is a potential lapse. 
This requires no further explang- 
tion. There is a certain compulsion 
about repaying a bank loan which 
is not present in repaying a Policy 
loan. 

We deplore this action, particu- 
larly, because we feel that it is the 
lever needed to force down interest 
rates generally on policy loans. As 
you know, there have been dozens 
of bills introduced in various state 
legislatures the past few years plac- 
ing a maximum interest rate of 3% 
on policy loans. Thus far, they 
have not been taken seriously. But 
we shall not be surprised if we are 
now faced with the argument that 
an insurance company has admitted 
its interest rates are too high, and 
with the welfare of the little fellow 
in mind, we will be forced to a 
general reduction of interest rates 
regardless of the size of the loan. 

There are other minor considera- 
tions in this question, but we be- 
lieve this represents our over all 
thinking. 


* * * 


W. M. HOBBS 


President, The American Home Life, Topeka, 
Kansas 

Your letter of August 28 discus- 
sing position of our Company in the 
matter of interest rates on policy 
loans and further the position taken 
by the Mutual Life of New York in 
it recent announcement is acknowl- 
edged. 

In our judgment policy loans are 
not in the same category as com- 
mercial credit papers. In the first 
place while the policy loan would 
carry a due date, it is automatically 
renewable so long as the Insured 
maintains his policy in force and 
even if he does not pay the interest 
on his loan, he cannot be forced to 
surrender that policy until it term- 
inates under its own terms. 

It is not necessary for him to 
establish proper credit collateral in 
order for him to renew the paper. 
We are likewise of the opinion that 
there is a definite discrimination in 
the practice that has apparently 
been adopted by the Mutual Life of 
New York. 

We believe that the large major- 
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4 (A SERIES OF ADVERTISEMENTS ILLUSTRATING HOW LIFE INSURANCE REPRESENTATIVES SERVE THEIR COMMUNITY BY SELLING LIFE INSURANCE) 


om 








Farmers Know This Isn’t’”Carnival Talk” 


FARMERS, like everyone else can be fooled...but not 
for long. Most farmers have a down-to-earth, level- 
headed instinct for knowing what’s what in business 
and life. 

That’s one of the reasons why farmers have faith 
in life insurance. Like tk: winter silage they put 
away, farmer members of The Equitable Society are 
sure their insurance protection will be there when 
they need it. So knowing, they are better farmers, 
because their minds are free for the day’s work. 





How is the Federal Bureau of Investigation 
protecting your community from crime? 


uisten To “THIS IS YOUR FBI!” 


American Broadcasting Company 
EVERY FRIDAY NIGHT 











THOMAS I. 





Yes...selling life insurance is more than a way of 
making a living. Equitable Society field men are 
always aware of this. They know that their high 
standing in their communities is not solely due to 
their belonging to a respected profession and to their 
association with a company like The Equitable 
Society. They know that each day’s work is a real 
contribution to their fellow citizens. So Equitable 
Society representatives can be proud that by serving 
Equitable Society members...they serve America. 


THE EQUITABLE 
LIFE ASSURANCE 


SOCIETY 
OF THE UNITED STATES 


PARKINSON, President - 393 Seventh Avenue, New York !1,N.Y. 
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ity of companies are using a 5% 
rate and in consideration of the 
various factors which the Insured 
obtains with a favorable result, we 
would see no reason for any revi- 
sion of the present practice. 

* * * 


CHARLES H. TAYLOR 
President, Home Friendly of Maryland, 
Baltimore, Md. 

In reply to your inquiry with 
reference to a revision in interest 
rates on policy loans, it is my view 
that such a revision is long over- 
due and is concerned more with 
maintaining sound policyholder re- 
lationship, than retaining or in- 
creasing investment income through 
an increase in the policy loan busi- 
ness; though from an investment 
standpoint, policy loans have a large 
importance. 

Interest rates are a variable fac- 
tor; therefore, it seems to me the 
policy provision should read,— 
“Interest on loans shall not exceed 
five per centum per annum” rather 
than the present language, “Interest 
shall be at the rate of five per 
centum per annum”; and the 6% 
rate should be abandoned. Five 
per cent is sufficient at any time to 
cover the cost of handling and give 
the Company a reasonable return. 

By adopting this policy, Insurance 
Companies would be free to com- 
pete with the banks on the basis of 
prevailing interest rates and serv- 
ices. It further seems that the 
policyholders should not at any time 
find greater advantage in making a 
policy loan with a reputable bank, 
than they could secure from the 
Life Insurance Company itself. As 
a matter of fact, the Life Insurance 
Company naturally is in a position 
to render better service to the pol- 
icyholder than any other lending 


institution. 
7 7 + 


VAUGHN V. MOORE 
President, Northern Trust Life, Aurora, Ill. 


In answer to your recent letter 
concerning interest rates and the 
thought of reducing them on old 
policy holders. It would surely be 
discriminating among the many mil- 
lions of policy holders who paid the 
usual rate of interest all through 
the depression and would have a 
tendency, especially in a mutual 
company to make policy holders 
feel that they would have been bet- 
ter off had they borrowed on their 
policy in 1946. 

The holder of the policy purchas- 
ed and contracted for, should be 
willing to stand back of his part 
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of the contract as well as the in- 
surance company having to stand 
back of theirs, with the company’s 
problem squarely facing them of 
meeting the interest assumption 
guaranteed as a part of their policy 
contracts. 

Policy holders generally under- 
stand the economic problems that 
all financial concerns are faced with 
and it is my impression that all 
they are requesting of the insur- 
ance companies, as a whole, is to 
do what the contract calls for. 


* * * 


E. L. DAVIS 
President, Security Life and Trust, Winston- 
Salem, N. C. 

We have your letter of August 28 
regarding reduction in interest rates 
on policy loans as recently an- 
nounced by one large life insurance 
company. 

Without going into detail, our 
considered judgment is that the dis- 
advantages of the plan over a long 
period far outweigh any possible 
advantages to the Company, in- 
sured, or beneficiary. 


* * * 


F, L. ALEXANDER 
President, Lafayette Life, Lafayette, Indiana 


In my opinion there is no need 
now’ or at any time in the future 
for a revision in the present prac- 
tices of policy loans to  policy- 
holders and owners of life insur- 
ance. Such a sliding scale of in- 
terest rates as has been proposed 
is a direct bid or invitation to the 
policyholders to borrow on their 
life insurance, in as large amounts 
as possible, merely to avail them- 
selves of a lower interest rate, 
whether the loan is needed or not. 

Also, it contradicts the argument 
that policy loans should always be 
repaid as rapidly as possible as 
their existence is not only a mort- 
gage on a policyholder’s estate, but 
a lessening of the guarantee to 
their own well being in old age; 
thus defeating two of the strongest 
points in life insurance and under- 
mining the foundation upon which 
it is built. 

Neither do I see any need in 
bringing interest rates on policy 
loans in closer conformity with 
general money market interest 
rates. They are not related in any 
way and occupy entirely different 
spheres in our economic life. The 
money available in the form of 
policy loans is there as a back-log 
of security to the policy itself and 
not intended for use by the policy- 
holder in his every day business or 


to compete in the money market 
of every day business. Let this 
program, which is being disc 

become general and the ground. 
work will be laid for one of, if 

the biggest lapsations of life ingyp. 
ance in the history of the business 


* * *» 


WILLIAM KOCK 


President, National Life Company, Des 
Moines 


About all I see in this Mutual Life 
extensive publicity concerning lower 
interest rates is that it will tend 
to encourage the making of policy 
loans. Excuse our Company from 
offering extra inducements to make 
such investments. Surely this will 
be the attitude of all small and 
medium sized companies. 

Possibly we're “old-fashioned” 
but we have always understood that 
a policy loan means an ultimate 
lapse. We don’t like lapses. Then, 
too, we have been taught when a 
policy loan is made you’re borrow- 
ing from your widow or beneficiary. 
That may be “old stuff” but applies 
to the great mass of our policy- 
holders. 


* * * 


ALEXANDER MACKIE 


President, Presbyterian Ministers Fund, 
Philadelphia 


Your letter of August 28th has 
been delayed in being answered be- 
cause I have been out of town. 

While we realize the value as a 
source of interest and the funda- 
mental security of policy loans, it 
has never been the practice of the 
Fund to encourage borrowing on 
that security. We would, therefore, 
not be inclined to change our rate 
of interest, even though other com- 
panies adopted a sliding scale. 

Our policies issued prior to 1932 
contain a provision obligating us to 
lend money to policyholders at 4% 
per annum, if the interest is paid in 
advance. Loans made on policies 
issued since that time are at such 
rate, not exceeding 6%, as the Di- 
rectors of the Fund shall fix. Our 
current rate on these loans, the in- 
terest for which is paid at the end 
of the year, is 5%. 


* * * 


W. W. PUTNEY 
President, Midwest Life, Lincoln, Neb. 


Upon my return this week from 
vacation, I find your letter of August 
28 regarding the reduction in in- 
terest rates as outlined by Mr. Doug- 
las. I also have Mr. Douglas’ letter, 


(Continued on Page 45) 
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RODUCTION records reported 

by life insurance companies dur- 
ing the first nine months of 1946 
have been so encouraging that the 
conservative agent may be inclined 
to sit back and ask himself “When 
will the bubble burst?” There can 
be no denying that Americans in 
general are aware of the role in- 
surance, both life and _ property, 
plays in their lives. Although it is 
possible that the present buying 
rate may slacken in the not-too- 
distant future, still life underwriters 
will be kept busy writing new 
policies forever . . and ever. 

A nationwide survey by The 
American Magazine shows that one 
out of five of its readers already is 
planning to buy more insurance. 
Moreover the survey reveals that 
14 per cent of these families with 
annual incomes of $5,000 or more 
carry less than $5,000 worth of life 
insurance. Of those who answered 
the questionnaire, eight per cent 
stated that they have a definite plan 
for purchasing life insurance at 
regular intervals. 

The poll brought to light two in- 
teresting facts, a contrast in them- 
selves. On the one hand 54 per 
cent stated that they would like to 
know more facts about the com- 
pany, when asked “what kind of in- 
formation would you like life in- 
surance companies to give you in 
their advertising?” And yet, well 
over half the families answering 
didn’t fill in the blank for the com- 
pany’s name. Just to make the pic- 





ture more confusing, when asked 
which had more to do with pur- 
chasing insurance, knowledge of the 
company or counsel of the agent (or 
broker), 26 per cent said agent’s 
counsel, seven per cent said both 
were equal factors, and 67 per cent 
said knowledge of the company was 
the most influential. 

In connection with advertising, 
the following features were cited as 
the most desirable information 
sought by the readers of the maga- 
zine who filled out the blanks: 

Facts about the various types 

of policies 
Recommendations for families 

of varying sizes and in- 

NE. catans aw a mitee et eko 57% 

Facts about the company ....54% 

The benefits of life insurance 44% 

Information about personal 

health of the family ....21% 


Agent Recruiting 


Large scale recruiting activities 
by life insurance companies have 
reached and possibly passed a new 
peak, according to a survey re- 
port issued by the Life Insurance 
Agency Management Association, 


Hartford. Based upon averages of 
35 ordinary 


companies, including 





Philip Hobbs, president of the National Association of Life Underwriters, receives 
the gavel from Clancy D. Connell, following his election as the new chief at the 
association's annual meeting last month. Mr. Hobbs is expected to lead the association 


to a new all-time high in membership. 
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eight mutuals, figures show that 1] 
per cent fewer agents were re. 
cruited in the second quarter of 
this year over the first quarter 
The figure was 14 per cent fewer 
agents for the eight mutuals alone 
April marks the peak month with 
the addition of 760 agents, and June 
figures were noticeably lower at 469, 

Much of this recruiting has been 
done among veterans. Figures com. 
piled by the Institute of Life Ip. 
surance as of June 30 show the total 
number of veterans with jobs in 
the life insurance business at 47. 
500,—which is equivalent to 20 per 
cent of the total personnel in the 
business at the beginning of 1945, 
About 28,000 or 59 per cent of these 
were returning to companies they 
had left prior to entering the armed 
forces, while the remaining 19,500 
were new to the companies. More 
than one-half of the total veterans 
in the business have been employed 
since the first of the year. 

And speaking of agents, the asso- 
ciation reports that 75 per cent of 
all life insurance in Sweden is sold 
by part-time agents. This statement 
is attributed to Yngve Lunden, vice- 
president and manager of the Thule 
Life Insurance Company, Stockholm, 
Sweden, on the occasion of his re- 
cent visit to Hartford, one of the 
stops on his American tour of 
American insurance companies. Mr. 
Lunden explained that full-time 
agents in Sweden work on a salary 
basis, while it is common practice 
for professional and _ semi-profes- 
sional people to sell insurance on a 
part-time basis at a commission rate. 


Banks and Bonds 


Federal reserve action to restrict 
banks from buying government 
bonds on the open market was 
recommended recently by Thomas 
I. Parkinson, president of the Equit- 
able Life Assurance Society of the 
United States, as one means of pre- 
venting the trend towards more int- 
flation. 

Declaring that the over-supply of 
money, “the real reason for the cur- 
rent increases in prices, the result- 
ant demand for wage increases and 
high real estate prices,” is attribut- 
able to bank accounts swollen by 
bank purchases of government 
bonds directly from the Treasury 
or indirectly on the bond market, 


Watch for the annual Endorsement Number 
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Cf. . IN REVIEW | 


Mr. Parkinson told a meeting of the 
Young Men’s Board of Trade that 
the inflation spiral will continue un- 
less steps are taken to stop this in- 
crease of our money supply. 

He also suggested that fiscal 
authorities could have protected 
holders of government bonds, who 
were in distress, by providing that 
banks could buy government bonds 
only at par. This, he added, might 
have prevented the bank buying 
that is monetizing that portion of 
the debt which banks take off the 
market from non-bank sellers. The 
result, he averred, adds to the al- 
ready over-plentiful money supply. 


Housing 


Housing facilities—or the lack of 
them—continue to plague the pub- 
lic, along with shortages in other 
vital lines, notably meat. Participa- 
tion by the insurance industry, in 
the form of construction of rental 
units, has done much toward alle- 
viating the situation of “doubled 
up” families and cramped quarters. 
But the insurance world is still con- 
cerned with the problem, since in- 
surance men themselves constitute a 
sizable portion of the public which 
finds itself having to do without 
many necessities and conveniences 
in this present day of high prices 
and iow production. 

From the Family Economics Bu- 
reau of the Northwestern National 
Life Insurance Company come some 
data which illustrate clearly the 
reason why housing conditions are 
so acute. A net increase of 3% mil- 
lion new families has occurred in 
the United States since 1940. Since 
then the soaring marriage rate has 
formed nearly 7% million new 
families, while some 4% million 
families were being terminated by 
death or divorce. Only a sharp rise 
in divorces, which reached a record 
total of slightly more than half a 
million in 1945, has kept the num- 
ber of new families from climbing 
still higher. 

A correspondingly rapid rise in 
the birth rate showed an incredse 
of more than 2.4 million more babies 
than would have been born in this 
period had the average birth rate 
of the 1935-39 period prevailed. Dur- 
ing the years 1940-45, 16% million 
babies were born. 








Against these increases the cessa- 
tion of ordinary housing construc- 
tion during the war, and the con- 
tinued shortage of materials and 
high prices brought about the pres- 
ent dilemma. However, some prog- 
ress has been made. In the pre- 
fabricated field assembly line pro- 
duction of American homes is ex- 
pected to approximate a total of 
30,000 for the current year. In 
both the automobile and aviation 
industries an annual production of 
20,000 to 30,000 units was the critical 
point at which mass _ production 
techniques began to achieve worth- 
while savings for both maker and 
purchaser. 

The anticipated total of 30,000 
homes in 1946 represents only about 
10 per cent of the total capacity 
of the prefabricated home manu- 
facturing industry, and only 30 per 
cent of the National Housing 
Agency’s already reduced goal for 
1946. Because of strikes and other 
delays, output has lagged behind 
expectation. 

Local zoning and building re- 
strictions are not the major item 
influencing the sale of these homes. 
The public itself, unusually con- 
servative when it comes to buying 





a house, has some very definite ob- 
jections. In general pre-fabs are con- 
sidered by the potential buyers as 
less sound than the conventional, 
heavy-weight home. Radical changes 
in design are accepted readily by 
the public in automobiles, clothing, 
and other lines, but not in a home. 
It is not expected that pre-fabs will 
replace the builder, any more than 
ready-made clothing has replaced 
the tailor. And by the end of 1947 
the industry looks for the assembly 
line home to be quite familiar to the 
American market. 


Health Insurance 


This summer the 79th Congress 
closed without taking any definite 
action on proposed measures for 
compulsory health insurance. It is 
fully expected that the new Con- 
gress will again take up the matter, 
perhaps with finality. Public senti- 
ment was aroused during the closing 
months of the last Congress, because 
some measures are needed—the 
question is public or private? 

Meanwhile _ representatives of 
leading insurance organizations, in- 
cluding both private and not-for- 
profit agencies, met with officials 
of the American Medical Associa- 
tion last month in Chicago to set in 
motion a drive to cover millions of 
American citizens and their families 
with protection against the cost of 
sickness. 

The program for comprehensive 
protection of the American people 





Massachusetts Governor Maurice J. Tobin, congratulates John Hancock's President 
Paul F. Clark at ground breaking ceremony of Hancock Village, 800 home development 
in Brookline-West Roxbury, to be built and operated by the John Hancock Mutual 


Life Insurance Company. 


which you will also receive this month! 
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against the economic consequences 
of ill health calls for: 

1. Joint action in the development 
and promotion of voluntary insur- 
ance and prepayment plans. 

2. Joint study of unit fee sche- 
dules, indemnity and service con- 
tracts and claims and operations 
problems. 

A special joint medical and in- 
surance committee will be estab- 
lished to consider the problems of 
insuring the rural population against 
the cost of medical care. 

Representative of insurance or- 
ganizations attending the conference 
in Chicago were: Ambrose B. Kel- 
ley, Washington, American Mutual 
Alliance, who acted as co-chairman 
of the conference; Dr. H. Maynard 
Rees, Boston, Alfred N. Guertin, 
and John A. Henry, Chicago, Amer- 
ican Life Convention; Dr. A. J. 
Lanza, Dr. Henry G. Ungerleider, 
Alebert Pike, Jr., and W. A. Milli- 
man, New York City, Life Insur- 
ance Association of America; Har- 
old R. Gordon, C. O. Pauley, and 
B. A. Howland, Chicago, Health 
and Accident Underwriters Confer- 
ence; J. A. Fallmann, Jr., New York, 
Bureau of Personal Accident and 
Health Underwriters; C. C. Clark, 
Chicago, Association of Casualty and 





Surety Executives and Dr. Howard 
E. Wiley and John E. Little, De- 
troit, National Fraternal Congress. 


MAA 


WASHINGTON 


eC 


HETHER the Government will 

raise its interest structure and 
issue new types of securities con- 
stitutes a major question at this 
time. While any possible decision 
is still locked in the minds of top 
Treasury Department officials, the 
chances are that the Department 
might weaken a little in both cases, 
but not immediately. 

In any event, Secretary of the 
Treasury John W. Snyder has re- 
ceived adequate information on the 
desires of the investment commun- 
ity, as a result of a series of meet- 
ings with insurance companies, 
savings banks, and other types of 
financial institutions. 

What actually occurred at these 
meetings is still a mystery, for ac- 
cording to Treasury officials, formal 


agenda, recommendations, and writ. 
ten reports on the meetings do no} 
exist. 

The insurance group, with whom 
the Secretary met, included the 
members of the joint committee on 
monetary affairs of the American 
Life Convention and the Life Ip. 
surance Association of America, 
headed by Chairman George L. Har. 
rison, president, New York Life In. 
surance Company. 

Secretary Snyder has put him. 
self on record on only one concrete 
point which might be of interest to 
insurance people, as a result of this 
meeting, and that is the fact that 
the Treasury Department is con- 
sidering the possibility of a long- 
term issue for insurance companies, 
Presumably, such an issue would 
carry a higher interest rate, but 
this is not certain. Any such move 
is still in the future, however. 

While it is difficult to obtain a 
clear picture of Treasury thinking 
on this subject, some idea of what 
is in the Secretary’s mind can be 
gleaned from the excerpts from 
press conferences and one public 
address presented below. 

Two days after the meeting with 
the insurance executives, the follow- 
ing exchange took place at Secre- 
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tary Snyder’s press conference: 

Q. Can you tell anything about 
the meetings you have been hold- 
ing with bankers and insurance 
people? 

A. Those meetings have been of 
an advisory character. We have just 
sat down and discussed the “prob- 
lems of the various groups their in- 
yestment problems, and their pro- 
jected funds available for invest- 
ment over the years to come. It 
has just been a matter of calling in 
people to discuss with us and ad- 
vise with us as to their fiscal poli- 
cies and tell us their problems, so 
that when we take that into con- 
sideration in connection with the 
debt management problems, we will 
have better guidance for our future 
alteration of policies when they 
seem advisable. They have been 
very helpful to us. 

Q. Does that mean an overhauling 
of the present debt? 

A. Not at all. 

Q. But some modifications? 

A. It doesn’t necessarily imply 
modifications at all. We have no 
determination. at this time for any 
new issues of any kind. We have 
just been talking with these folks 
and getting a view as to what their 
demands and needs will be for the 
proper investment of their funds. 

Q. Mr. Secretary, when you say 
no determination on any new issues 
at this time, you do not rule out 
thereby next year, say, or some- 
time in the future, as you hope to 
look over the program? 

A. I do not want to leave the im- 
pression that we are thinking about 
a new issue, because I think we 
have done too much speculation on 
that already. We are not contem- 
plating any new issues at this time. 


HEN, about a week later, Mr. 

Snyder addressed the American 
Bankers Association, and put forth 
his views even more strongly. In 
a rather lengthy discussion, he made 
it quite clear that the Treasury De- 
partment believed that, at present, 
“securities are tailored to the needs 
of the various investors as much 
as possible.” 

He also expounded on _ interest 
rates as follows: 

“Let us turn now for a moment 
to the subject of interest rates. It 
is sometimes urged that higher in- 
terest rates would aid in the control 
of inflationary forces. 

“It is my view that, for the 
present, no anti-inflationary pur- 
pose would be served by increasing 
interest rates. This is because it 
would interfere with the stability 
of the Government bond market and 


would introduce uncertainties, which 
themselves might contribute to in- 
flation. The immediate effect of 
higher interest rates might very well 
be to increase, rather than to de- 
crease, the volume of currency and 
deposits. This is because the typical 
investor’s reaction to the higher 
rates might be ‘wait and see,’ rather 
than ‘run and invest.’” 

The day after this address, the 
following exchange took place at 
the Secretary’s press conference: 

Q. Mr. Secretary, in your Chi- 
cago speech yesterday, you said 
that government financing already is 
tailored to meet investors needs and 
this is one of the reasons for a pre- 
ponderance of short term issues. 
The implication seemed to be that 


no major shift from short- to long- 
term issues was therefore necessary, 
and your remarks were interpreted 
this way by several press reports. 
Is that correct? 

A. My only statement is that we 
are following this every day. Each 
month we review the whole situa- 
tion, and up to now there is no 
apparent necessity for making any 
major change. That does not mean 
that we are sticking to any iron- 
bound policy, because in this trans- 
ition period, we have to be fluid 
to meet the daily changes in the 
fiscal field as they come up. 

Q. Does that mean, though, that 
you have definitely rejected at least 
for the time being, suggestions 
which were made by insurance com- 








tournament victory. 





Take a Sates ip 


FROM THE 
TENNIS CHAMP 


he “king of the courts” knows 
it takes more than one good shot to 
reach the top. His “serve” must be hard 
and fast—his “smash” accurate—his 
“drive” perfection. Mastery of every 


stroke—every situation—is needed for 


So, take a sales tip from the tennis 
champ. For top notch production and 
earnings, you'll play a winning game 
with complete personal protection in 
your sales kit. Be prepared to take 
advantage of every sales opportunity. 
Multiple lines will score for you. 


<= ii 
ee | I= 
GENERAL AMERICAN LIFE INSURANCE COMPANY 


SAINT LOUIS 





LIFE AND 
ENDOWMENTS 


Annual—Single Premium 


. 
SALARY SAVINGS 
. 
ANNUITIES 


Annval—Single Premium 
Immediate & Deferred 


PENSION TRUSTS 
GROUP 


Comprehensive Coverage 


a 

COMM. ACCIDENT 
& HEALTH 
Hospitalization 








THE SPECTATOR, October, 1946—33 








panies and other groups of inves- 
tors? 

A. We have not rejected any 
suggestions; we keep them con- 
stantly under consideration. 

Pretty clear, isn’t it?? 


BUCA 


ORGANIZATIONS 


PRA 


American Life Convention—The 
opening address at the first general 
session of the forty-first annual 
meeting of the American Life Con- 
vention will be that of Claris Adams, 
who has been president of the or- 
ganization for the past twelve 
months. He will speak on the morn- 
ing of Wednesday, October 9. Mr. 
Adams is president of the Ohio State 
Life of Columbus. 

The week of activities will begin, 
however, with the meeting of the 
Legal Section on Monday morning, 
October 7, which will continue 
through Tuesday morning. The Fi- 
nancial Section will open with a 
luncheon on Monday and continue 
through Tuesday afternoon. The 
Industrial Section will hold its an- 


nual meeting Tuesday afternoon 
and the Agency Section will meet 
on Thursday morning. 

Following Mr. Adams on the plat- 
form at the first general session will 
be Robert L. Hogg, manager and 
general counsel of the Convention, 
who will render his annual report. 
An address by Thomas I. Parkinson, 
president, Equitable Life Assurance 
Society, will complete the morn- 
ing’s program. His topic will be, 
“The Responsibilities of Life Insur- 
ance Management.” 

On Wednesday afternoon, Rob- 
ert E. Dineen, Superintendent of In- 
surance of New York, and president, 
National Association of Insurance 
Commissioners, and Dr. Eugene M. 
Landis, professor of physiology, 
Harvard University, will address 
the members. Superintendent Di- 
neen will have as his subject, “The 
Guertin Bills Reappraised”; and 
Dr. Landis will speak on, “The 
Premiums and Dividends of Med- 
ical Research.” There will be exe- 
cutive sessions in the late after- 
noon and evening. Election of offi- 
cers and consideration of the pro- 
posed new constitution will be on 
the evening agenda. 

Willis Smith, president, American 
Bar Association, will discuss the 
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A WELL BALANCED COMPANY 
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Nuernberg Trial, which he visiteg 
earlier in the year, at a luncheon 
on Thursday. Speakers scheduleg 
for the general session that after. 
noon are Raymond M. Foley, com. 
missioner, Federal Housing Admin. 
istration; Gilbert E. Jackson, Cana- 
dian economist; and Richard Bois. 
sard, president, National Guardian 
Life. Mr. Jackson will discuss “The 
Coming Centenary of Communism,” 
and Mr. Boissard “Some Fallacies 
in Averages.” 

The closing general session on 
Friday morning will be addressed by 
Morton Boyd, president, Common- 
wealth Life; Dr. Sumner Slichter, 
Lamont University professor, Har- 
vard University; and John M. Han- 
cock, partner, Lehman Bros., New 
York. Mr. Boyd will speak on, 
“The Impact of Economic and So- 
cial Pressures Upon the Agency 
Operation”, and Dr. Slichter on 
“The Economic Outlook.” 

Following a long established cus- 
tom, Colonel Isaac Miller Hamilton, 
chairman, Federal Life, and senior 
past president of the Convention, 
will move adjournment. 


Legal Section 


Berkeley Cox, associate counsel, 
Aetna Life, and chairman of the 
Legal Session, will preside at the 
sessions of that body and deliver 
the opening address on Monday 
morning. Alan L. Austin, counsel, 
Midland National Life, will speak 
at the opening session on “A Re- 
appraisal of the Frazier-Lemke Act 
and Its Operation.” 

Dave E. Satterfield, Jr. executive 
director and general counsel, Life 
Insurance Association of America, 
will address a luncheon on Monday 
noon. 

Speakers at the Monday afternoon 
session will be Phineas M. Henry, 
vice-president and general counsel, 
Equitable Life of Iowa, who will 
discuss “The Trial of Suicide Cases”; 
R. J. Wetterlund, vice-president and 
general counsel, Washington Na- 
tional Life, whose subject is “Trends 
in Compulsory Health Insurance”; 
and William H. Jeter, attorney, Gulf 
Life, the title of whose address is 
“State Insurance Statutes Having 
Extra-Territorial Effect.” 

The Tuesday morning session will 
be addressed by John A. Tuck, as- 
sistant general counsél, Canadian 
Life Insurance Officers Association 
and Ralph H. Kastner, associate 
general counsel, American Life Con- 
vention. Mr. Tuck will discuss, 
“Regulation of Insurance In Can- 
ada”, and Mr. Kastner will review 
life insurance legislation and im- 
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portant court decisions. A business 
session will follow. 


Financial Section 

The annual meeting of the Finan- 
cial Section will get under way 
with a luncheon on Monday, Oc- 
tober 7, at which Dr. Charles F. 
Lewis, director, Buhl Foundation, 
Pittsburgh, will speak. He is a 
a widely known housing expert and 
will discuss Chatham Village of 
Pittsburgh. 

Following the remarks of Paul 
E. Fisher, chairman of the section, 
who is treasurer, Indianapolis Life, 
there will be a housing forum par- 
ticipated in by O. J. Lacy, president, 
California-Western States Life; 
Van Ness Bates, manager, bureau of 
housing, John Hancock Mutual Life; 
and Robert H. Reid, managing direc- 
tor, London Life, Canada. Mr. Lacy 
will discuss the “Lakewood City 
Housing Project” of his company; 
Mr. Bates will have as his title “A 
Garden Village Housing Develop- 
ment” and Mr. Reid will describe 
“Housing Enterprises of Canada, 
Inc.” 

On Tuesday morning, Donald B. 
Woodward, second vice-president, 
Mutual Life of New York, will speak 
on the “Growth of Investment 
Funds.” James H. Clark, partner, 
Duff, Anderson and Clark, Chicago, 
will discuss “The Analysis of In- 
dustrial Preferred Stocks.” 

At a following luncheon, the Sec- 
tion’s members will hear Murray 
Shields, vice-president and econ- 
omist, Bank of the Manhattan Com- 


pany, whose subject is, “Inflation 
Interest Rates and Investment 
Policy.” 


The Tuesday afternoon session 
will be addressed by B. Hollon 
Smith, assistant treasurer, Bankers 
National Life, on “Analysis of Com- 
mon Stocks” and Dr. Ernest M. 
Fisher, professor of urban land 
economics, Columbia University, on 
“The Role of Credit in the Real 
Estate Market.” A brief business 
session will follow. 


Industrial Section 


The Industrial Section will meet 
Tuesday afternoon, and will be 
opened with the remarks of J. R. 
Leal, vice-president and secretary, 
Interstate Life and Accident, who 
is chairman of the Section. James 
F. Finlay, general counsel, Interstate 
Life and Accident, will address the 
meeting on “Social Security and In- 
dustrial Insurance.” Following a 
speaker yet to be announced, there 
will be a round table on industrial 
insurance. A business session will 
close the meeting. 


The theme of the Agency Section 
meeting, as arranged by Chairman 
Ray E. Fuller, who is agency vice- 
president, Equitable Life of Iowa, 
is “New Frontiers In Life Insurance 
Management and Distribution.” The 
meeting is to be held on Thursday 
morning, October 10, and different 
phases of the theme will be dis- 
cussed by four speakers. Dudley 
Dowell, vice-president in charge of 
agencies, New York Life, will dis- 
cuss “Life Insurance Selling and 
Our New Economic Frontiers.” E]- 
don B. Stevenson, Jr., executive 
vice-president, National Life and 
Accident, has for his topic, “Is There 
a New Mode In Management.” J. 
A. McCanus, general superinten- 
dent of agencies, North American 


Life Assurance, Canada, will speak 
on “Human Relationships With the 
Field Force.” Final speaker will be 
James A. Fulton, president, Home 
Life, New York, whose subject is, 
“Looking Ahead to Tomorrow’s 
Agency Force.” 
ee 

Agency Management Association, 
Hartford, grown to full stature 
through the merger of two organiza- 
tions last year, will hold its first 
annual meeting at the Edgewater 
Beach Hotel, Chicago, November 12, 
13, 14. 

Top agency executives of the na- 
tion will be attracted to the meeting. 
The organization dates back 25 years 
to the Life Insurance Sales Re- 
search Bureau founded in 1922, and 
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the Association of Life Officers es- 
tablished in 1916. Merger of the 
two organizations plus new com- 
panies has brought the total mem- 
bership to 168 companies, includ- 
ing 12 foreign members. 
Benjamin N. Woodson, C.L.U., 
executive vice-president of the 
Commonwealth Life, Louisville, is 
chairman of the committee which 
is rapidly nearing completion of its 
plans for the meeting. Lewis W. 
S. Chapman, C.L.U., director of 
company relations of Agency Man- 


agement Association, is assisting 
Mr. Woodson. 
On Monday, November 11, a 


heavy program of committee meet- 
ings is scheduled. Heading the list 
is the board of directors meeting 
which will be presided over by Wen- 
dell F. Hanselman, president of the 
Association and vice-president of 
the Union Central Life. 
ee 

Life Insurance Advertisers Asso- 
ciation—With Holgar J. Johnson, 
president of the Institute of Life 
Insurance, and Charles J. Zimmer- 
man, C.L.U., director of institutional 
relations for the Life Insurance 
Agency Management Association, as 
guest speakers keynoting the theme, 
“Bringing Our Job Into Focus,” 


members of the Life Insurance Ad- 
vertisers Association will sit down 
to a solid but varied program fare 
at their annual meeting at the Edge- 
water Beach Hotel in Chicago, Oc- 
tober 24, 25, and 26. 

These two headliners, plus a dis- 
cussion of home office employee or- 
ientation programs by Orville Frye, 
Metropolitan Life’s personnel divi- 
sion, are the only non-members oc- 
cupying major spots on the progam 
as announced by Alan M. Kennedy, 
Northwestern National Life, general 
chairman. 

Panel discussions, handled en- 
tirely by members and dealing with 
subjects of perennial interest to 
LAA-men, fill out the remaining 
program time along with inspection 
of the record-breaking number of 
exhibits which will be assembled 
for the meeting. 

Outgoing President Russell B. 
Reynolds will be feted at the tra- 
ditional president’s reception, fol- 
lowed by a social dinner and even- 
ing, and there will be the annual 
election and installation of officers. 

Speaking from a rich background 
of successful field experience, Mr. 
Zimmerman will open the first after- 
noon session with an address, “The 
LAA Man on the Sales Team.” Mr. 


Johnson will launch the  secong 

afternoon session with “The Instj- 

tute: Where Its Job Leaves Of” 
ee 

National Association of Life 
Underwriters—Philip B. Hobbs, 
agency manager at Chicago for the 
Equitable Life Assurance Society, 
was. elected president of the Na. 
tional Association of Life Under. 
writers at its colorful fifty-seventh 
annual meeting in Cleveland, Sept. 
9-13. 

Other officers elected to head the 
association this year include: 

Vice-president—Jul B. Baumann, 
general agent, Pacific Mutual Life, 
Houston, Tex. 

Secretary—Clifford H. Orr, CLU, 
general agent, National Life of Ver- 
mont, Philadelphia. 

Treasurer—Walter E. Barton, 
CLU, manager, Union Central, New 
York City. 

Trustees (two year terms)—Hugh 
S. Bell, CLU, general agent, Equit- 
table Life of Iowa, Seattle, Wash; 
Judd C. Benson, general agent, 
Union Central Life, Cincinnati, Ohio; 
John P. Costello, CLU, agent, South- 
western Life, Dallas, Tex.; Carlton 
W. Cox, manager, Metropolitan Life, 
Paterson, N. J.; Herbert R. Hill, 
CLU, manager, Life of Virginia, 
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Dependable Service | 


* The State Life Insurance Com- 
pany has paid $154,000,000 to 
and_ Beneficiaries 
since organization September 5, 
1894 . . . The Company also holds 
over $64,000,000 in Assets for their 
benefit . . . A total of $25,000,000 
is invested in War Bonds and U. S. 
Government Securities . . . The 
State Life offers Agency Op- 
portunities—with up-to-date train- 
ing and service facilities—for those 
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RESPONSIBILITY 


Today’s career life underwriters are faced with a 
three-fold responsibility. 


1. To bring to as many American homes as pos- 
sible the benefits of adequate life insurance pro- 


2 » To cocperate as a part of the institution of 
life insurance to combat inflationary talk and 


3. To counsel with all war veterans and urge 
that they retain their National Service Life in- 


Upon the execution of this three-fold responsibility 
x today depends, to a great extent, the prestige and 
increased usefulness of tomorrow’s career life 
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Richmond, Va.; W. Ray Moss, gen- 
eral agent, Connecticut Mutual Life, 
Louisville, Ky. 

Trustee (one year term)—Charles 
E. Cleeton, CLU, general agent, Oc- 
cidental of California, Los Angeles. 


Million Dollar Round Table— 
Harold S. Parsons of Los Angeles, 
for many years a representative of 
the Travelers, is the new chair- 
man of the Million Dollar Round 
Table, elected at its annual meeting 
at French Licks Springs, Ind., Sept. 
4-8. Paul H. Dunnavan, Canada Life, 
Minneapolis, is vice chairman. 
Theodore Widling, general agent 
Provident Mutual, Philadelphia, is 
secretary. The new executive com- 
mittee consists of Parsons, Dunna- 
van, Paul W. Cook, Mutual Benefit, 
Chicago; Widing and Louis Behr, 
Chicago, retiring chairman of the 
Round Table. 

Mr. Parsons is a native of Toronto 
and represented the Travelers there 
for three years during which he was 
its leading producer in the Domin- 
ion. In 1928 he moved to Los An- 
geles where he started cold but the 
second year he wrote a million dol- 
lars of business. He came _ back 
stro-g after the long depression be- 


coming the Travelers leading pro- 
ducer in the United States and Can- 
ada in 1938. He is a life member 
of the Round Table. 


American Society of C.L.U—An- 
nouncement of the mail-ballot elec- 
tion of new officers and directors of 
the American Society of Chartered 
Life Underwriters was made at the 
annual meeting of the Society in 
the Hotel Statler, Cleveland, Sep- 
tember 12. 

Roland D. Hinkle, assistant agency 
manager, Equitable Life Assurance 
Society, Chicago, was advanced to 
the presidency. He had served as a 
director and as vice-president. Mr. 
Hinkle received his C.L.U. desig- 
nation in 1936, has served as presi- 
dent of the Chicago Chapter, C.L.U. 
and is a director of the Life Agency 
Supervisors of Chicago. 

Walter A. Craig, agent, State 
Mutual Life, Worcester, Mass, in 
Philadelphia, was elected vice-presi- 
dent. He had served as a director 
of the society and as chairman of 
the editorial board of the Society’s 
newly-launched professional “Jour- 
nal.” He received his C.L.U. desig- 
nation in 1929. 


Corydon K. Litchard, general 
agent, Massachusetts Mutual, 
Springfield, Mass., was_ elected 
treasurer. He is a past president of 
the Massachusetts State Association 
of Life Underwriters. 

Martin Scott, president of Scott 
& Company, Los Angeles, was 
elected secretary. He is a life and 
qualifying member of the “Million 
Dollar Round Table” and currently 
president of the Life Underwriters 
and Trust Council of Los Angeles. 

ee 

Life Office Management Associa- 
tion—Horace W. Foskett, financial 
vice-president of the Equitable Life 
of Iowa, was elected president of 
the Life Office Management Asso- 
ciation at its twenty-third annual 
conference in Milwaukee, Sept. 23- 
25. He succeeds Robert M. Green, 
vice-president of the Prudential, 
who becomes a member of the asso- 
ciation’s board of directors. 

R. C. Kneil, vice-president of the 
Reliance Life, was elected vice- 
president of the L.O.M.A. and the 
following were made members of 
the board of directors: W. T. Moore, 
secretary, Old Line Life; J. F. Allen, 
secretary, Home Life of New York; 
G. L. Soelter, secretary, South- 
western Life end George Aitken, 
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Write Agency Department 
or Phone, Spruce 1861 


During 1946, Our 40th Anniversary 
Year, and hear of our new and 
greater facilities which enable us 
to give life underwriters and brok- 
ers a very speedy and complete’ 


This is a selling organization, with 
every department keenly alert to 
speed into your hands any business 
you submit on which a policy can 
be issued, including substandard 


Sy PHILADELPHIA LIFE 
INSURANCE COMPANY 


111 North Broad St. 
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Great West Life of Canada, all new 
members. 

Retiring directors include D. N. 
Warters, Bankers Life of Iowa; 
Stuart J. Blashill, Ohio National 
Life; Raymond N. Hayes, State Mu- 
tual Life of Massachusetts, and 
Peter McDonald, Crown Life of 
Canada. 

ee 


International Claim Association— 
James N. Cunningham, Crown Life, 
Toronto, was elected president of 
the International Claim Association 
at the closing session of its thirty- 
seventh annual conference held at 
the Chateau “Frontenac, Quebec, 
Sept. 9-11. Walter E. Trout, Penn 
Mutual Life, Philadelphia, was 
elected vice-president. Louis L. 
Graham, Business Men’s Assurance 
of Kansas City and F. L. Temple- 
man, Maryland Casualty, Baltimore, 
were returned to office as secretary 
and treasurer, respectively. 

Elected to the Executive Com- 
mittee were W. N. Hutchison, New 
York Life, as chairman; W. Clark 
Butterfield, National Casualty, De- 
troit; Miss Thelma Bultman, Jeffer- 
son Standard, Greensboro, N. C., and 
Frederick T. Bernhard, Home Life, 
New York. 


Institution of Home Office Under- 
writers—Underwriters from all parts 
of the country will gather at the 
Edgewater Gulf Hotel, Edgewater 
Park, Miss., for the tenth annual 
meeting of the Institute of Home 
Office Underwriters, which begins 
October 9 and runs through Oc- 


tober 11. The meeting this year 
promises to be the most interesting 
meeting in the history of the Insti- 
tute, not only from the standpoint 
of the material to be presented, but 
also from the number in attendance. 
Advance registrations indicate that 
over 250 members and guests will 
be in attendance when the meeting 
opens. 

Among the guest speakers at the 
convention will be Pearce Shepherd, 
vice-president and associate actuary 
of The Prudential Insurance Com- 
pany, who will speak on the “Social 
Aspects of Underwriting”; Dr. Rey- 
nold C. Voss, associate medical di- 
rector of The Pan-American Life, 
will discuss “Tropical Diseases”; Dr. 
Lyle Atherton, medical director of 
The Lincoln Income Life, will speak 
on “The Medical Director’s Views 
on Industrial Underwriting’, to be 
followed by Parke G. Sanford, vice- 
president and sales manager of The 
Retail Credit Company, who will 
discuss the “Inspection Companies’ 
Relationship to the Underwriter.” 

The meeting will get under way 
with the address of welcome by 
Emmett Russell, Jr., assistant secre- 
tary of The Life & Casualty of 
Tennessee. Mr. Russell was the In- 
stitute’s first president and has been 
a hard and concientious worker 
since its organization. Mr. Russell 
will be followed by Carl Young, as- 
sistant secretary of The Farmers & 
Bankers Life, who will give the 


presidential address. Executive 
vice-president, Charles J. Smith, 
assistant secretary of The Pan- 


American Life will be general chair- 
man of the meeting. 








the dollar. 


your interviews today. 


Bradford H. Walker 
Chairman of the Board 





The Hoidlines Were Heedless 


@ It was bad news in the public prints when the stock 
market’s Jacks and Jills recently ran down the hill. At the 
same time there was good news too: millions of life in- 
surance policies continued to be worth one hundred cents on 
But of this the headlines were heedless. 
ing this out to prospects might make a good opening for 
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Supervisor of Agencies 
of Philadelphia Life 


J 





BERTRAM E. BALCH 


Bertram E. Balch has been ap- 
pointed supervisor of agencies of 
the Philadelphia Life Insurance Co., 
effective October 1. A graduate of 
William Penn Charter School and 
Cornell University, he has _ been 
engaged in the insurance business 
since 1923, except for four war 
years during which he served in 
the Navy as a lieutenant, s. g. 

He began his business career in 
1923 with the Insurance Company 
of North America, serving in var- 
ious head office departments and 
later as field representative in Phila- 
delphia and St. Louis. He was sub- 
sequently made agency superinten- 
dent of the Indemnity Insurance 
Company of North America and has 
traveled over all parts of the coun- 
try in connection with sales pro- 
motion and agency building projects. 
Much of his work over the past ten 
years has also brought him into di- 
rect sales work in cooperation with 
agents in the field. He is a member 
of the Union League Club of Phila- 
delphia, the F. and A. M. Franklin 
Lodge, 134 and is active in civic 
affairs. 

Mr. Balch will head a field organ- 
ization that is making exceptional 
progress this year. August produc- 
tion of the company, exceeding $1,- 
400,000 was more than 400 per cent 
above August last year; and for the 
first eight months business is run- 
ning about 300 per cent above last 
year. 
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COMPANIES 
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Occidental Life of California—Six 
important promotions in its official 
family were announced by Presi- 
dent Dwight L. Clarke, following 
a recent meeting of its board of 
directors. 

Vice-President Horace W. Brower 
has been elected executive vice- 
president ef Occidental, filling a 
post left vacant when Mr. Clarke 
was made president two years ago. 
Vice-President V. H. Jenkins was 
elected senior vice-president. 
Actuary Clarence H. Tookey was 
made actuarial vice-president. 
Controller H. G. Dobson was 
elected vice-president and _  con- 
troller. 

Associate Actuary Ear] M. MacRae 
was made assistant vice-president. 
Associate Actuary J. P. Dandy be- 
came actuary. 

* * ~ 

Mutual Benefit, Newark—The ap- 
pointment of Robert J. Walker as 
editor of the field magazine of the 
company, has been announced by 
Second Vice-President Bill C. Thur- 


man, in charge of agency affairs. 
Mr. Walker became associated with 
the company in 1934 and, since his 
return from military service last 
February, has been responsible for 
the production of The Pelican. 

* + * 


About 900 field and home office 
members of the Mutual Benefit will 
convene at the Edgewater Beach 
Hotel in Chicago, October 14-16. 
An informal reception will open the 
convention and will serve as a “Wel- 
come Home” to all men who served 
in the war. 

* - * 

It has also been announced by 
Mutual Benefit that Thomas W. 
Reul, M.D., has been named assist- 
ant medical director for the com- 
pany. Dr. Reul goes to the com- 
pany from Indianapolis, where he 
was engaged in the private practice 
of internal medicine, with special 
interest in gastro-enterology, both 
before and after his three-and-a- 
half years of naval service. 

* a * 


Great-West Life—Henry A. H. 
Baker, assistant general manager of 
the company, died in the General 
hospital in Winnipeg on September 
27. Mr. Baker joined the Great- 


West in 1933. He was a veteran of 
the first World War, having served 
in France where he was severely 
wounded at Vimy Ridge in March 


of 1917. He began his insurance 
career in 1907. 
* + * 
Fidelity Mutual—The first 


“Leader’s Club” convention of the 
company was held recently at Ma- 
noir Richelieu, Murray Bay, Canada, 
with nearly 400 in attendance. Vice- 
President and Manager of Agencies, 
Calvin L. Pontius, presided. Presi- 
dency of the club went to Nicholas 
G. Caputi, Providence, R. I., for the 
second consecutive year. 
* * * 

Califernia-Western States Life— 
O. J. Lacy, president of the com- 
pany, left San Diego, last month, as 
a guest of the U. S. Navy, for an air 
and surface tour of the eastern 
Pacific. Mr. Lacy made the tour 
aboard the aircraft carrier USS 
“Shangri La” upon invitation of 
Secretary of the Navy, James E. 
Forrestal. 

* *~ * 

Bankers’ Life, Company, Des 
Moines—Roy A. Frowick of Des 
Moines, assistant in the sales train- 
ing department of the Bankers Life, 
has been named educational super- 
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Arthur F. Priebe, C.L.U., a member of the Penn 
Mutual's Frederick R. Luthy Agency at Peoria, says: 


"If you're willing to work from eight in the morn- 








CHECK THESE POINTS 





ing to eight at night, or ten to ten—and they tell me 
most successful life insurance career men put in those 
hours—you'll have time to make an audit and still see 
plenty of people. 


"You men and women who are C.L.U.'s know the 
charge that was placed upon you when you were 
awarded your degree—and | quote: ‘Have |, in the 
light of all the circumstances surrounding my client, which 
| have made every conscientious effort to ascertain, 
given him that service which |, had | been in the same 
circumstance, would have applied to myself?’ 


"You don't have to be a C.L.U. to: practice that. 
That's the Golden Rule. And, if you do practice that, 
you will attain a professional standing in the eyes of 
your clients beyond your fondest dreams. Even more 
important, you will reach that professional standing in 
your own eyes—and that will give you a compelling 
sincerity that cannot be denied. That will pay you 
dividends." 


THE PENN MUTUAL LIFE 
INSURANCE COMPANY 


JOHN A. STEVENSON 
President 


Independence Square ¢ Philadelphia 





The opportunity to serve is inherent in Life 
Insurance, but greatest success is often 
measured by the plus factors offered Repre- 
sentatives. Shenandoah Life offers many plus 
factors which enhance opportunity, such as: 


* A well-rounded line of policies—all forms of 
Life Insurance and Annuities. * Fair contracts 
and Group Life Insurance at Company expense. 
*Friendly relations between the Field Force 
and the Home Office. * Liberal first year and 
vested renewal commissions. 


Openings in Virginia, West Virginia, 
North Carolina, South Carolina, 
Tennessee and Albama 


Wh enanitoak 
i / L INSURANCE C0., IVC. 


ROANOKE 10, VIRGINIA 
PAUL C. BUFORD, President 
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visor, in recognition of the broader departure schedules of Pan Ameri- ices, recently spoke before the Gjj. wed 
scope of his activities in connection can on October 19. The entire group braltar Post 326, American Legion been 
with the increased number of com- will stay at the Saint George Hotel, Col. Franklin D’Olier, chairman agen 
pany sales training schools being Saint George’s, while in Bermuda. the Prudential, and one of the foup. depa 
held. ee ae ders and the first national com. verti 
ee Se Columbia National Life of Boston mander of the Legion following D. F. 
Mutual Life of New York—The —Henry A. Plimpton, actuary for World War I, introduced Gen. Dono. form 
appointment of George McNamara the company, and Richard K. Hol- van. He also presented the colors, have 
as administrative assistant, and the den, have been appointed second his personal gift to the Post. Berp. ment 
retirement of Mrs. Annie M. Moth- vice-presidents. Mr. Holden has also ard J. Vanderkamp, commander of 
eral, assistant actuary, was an- been named superintendent of agen- the Post, which is composed entirely 
nounced recently by Joseph B. cies, effective November 1, succeed- of Prudential employees, accepted wal 
Maclean, vice-president and actuary ing William R. Beardslee, who has the National and Legion flags. 
of The Mutual Life Insurance Com- resigned to take over a _ general + * + ( 
pany of New York. agency for the Lincoln National Life Republic National Life of Dallas— 
= a. at Newark, N. J. Theo. P. Beasley, president of the ui 
United States Life—Mr. Richard 2 = 9 Republic National, was _ recently I 
Rhodebeck, vice-president and di- Prudential—Major Gen. William elected president of the Oak Cliff T: 
rector of agencies of the company, J. (“Wild Bill”) Donovan, wartime ' Chamber of Commerce. Mr. Beas- ‘ 
announces the appointments of Paul chief of the Office of Strategic Serv- ley is also a director of the Dallas the | 
R. Danner as director of agencies, mA Chamber, which serves. Greater gene’ 
foreign agency division, and of Al- nn — Dallas. curre 
fred H. Winston as assistant director APOLOGIES! . @ 8 ing 
of agencies, Latin American Divi- = Manufacturers Life of Toronto— well 
sion. On page 111A of the 1946 edition Charles F. Wood, erstwhile district how 
me of The Spectator Compendium, — secretary at Holborn branch (now migh 
Berkshire Life—At a gathering on error appeared under the caption City Branch), has been appointed ‘Don 
October 1 officers of the company Suponses Per $1,000 of Insurance. manager for Great Britain, succeed- comfy 
extended to President Harrison L. This unfortunately was a typo- i., © william Phillips, who is re- |) staffs 
Amber, and Lewis B. Hendershot, graphical error as Chess Sguves signing to practice as a_ barrister. Th 
director of sales promotion, congra- represents life reserve per $1,000 of Mr. Wood joined the company in fami. 
tulations on their having completed insurance. The correct figures 1929. fami 
30 years and 15 years, respectively, should read as follows: Scranton /.~ that 
with the company. Life, Scranton, Penna., $7.50; Secu- The Manufacturers Life also an- sural 
ee ee rity Life & Accident, Denver, $8.19; nounces the appointment of Robert them 
Manhattan Life—Ninety-one qua- Security Life & Trust, Winston- D. Ralfe as assistant agency super- year: 
lified members of the 1945-46 “Man- Salem, $7.06; Security Mutual, Lin- intendent. He will be associated with 
hattan Club” have been invited to coln, Neb., $7.11; Security Mutual, with Agency Superintendent K. G. at of 
attend the four-day conference of Binghamton, N. Y., $10.18. McNab in the administration of the 25 cé 
the club in Bermuda, from October On — S3A of The Spectator company’s organization in fields the 
15 to 19, as guests of the company. Compendium expenses per $1,000 abroad. Thin 
The trip will be made in planes of of insurance” for the Penn Mutual . «= « betw 
Pan American World Airways, leav- is given as $49.69. This is an error. Lincoln National Life of Fort 15 y 
ing LaGuardia Field, N. Y., on four The correct figure for expenses per Wayne—Five appointments, effec- agen 
separate department schedules on $1,000 of insurance should be $4.97. tive immediately, have been an- Na 
October 15, and returning on three COQNMMEL nounced by A. L. Dern, vice-presi- an 
disch 
disp] 
tion 
to tl 
The UNION LABOR LIFE lost 
beat. 
INSURANCE COMPANY || = 
570 Lexington Avenue New York 22, N. Y. ne 
e bega 
Montgomery, Alabama MATTHEW WOLL, President solic 
a ae? crea’ 
peop 
Not too old—Not too large. and 
‘ : An old-line legal reserve institution, was 
Its age and size make it one : : : then 
of the better companies for offering Group and Ordinary Life, and O 
agency opportunities. Group Health, Accident and Hospitalization shor 
an a 
a coverage. men 
Address inquiries to: had 
W. CLYDE JENNINGS, Pres. Inquiries regarding sales opportunities welcome. full 
Montgomery, Alabama each 
| SNR ADROOD ES ERIE RRR URI 
40—THE SPECTATOR, October, 1946 

















dent and director of agencies. W. C. who had created no end of goodwill INNUVUVUUSUOLLUOVUUANLUVUVAHO DURA RANA 
le Gil. prudi, formerly agency auditor, has for the company he represented. 
4egion, been appointed superintendent of Well, he didn’t get very far on that 
nan of agencies. J. P. White, advertising first call. But that very night he 
> foun. department, has been appointed ad- brought the branch inspector back, 
com. yertising manager. L. A. Roehling, having given him the impression 
lowing p. F. Vordermark, and S. L. Scholer, that “here’s a quick sale, boss, just 
Dono- formerly agency correspondents, help me push it over.” 
colors, have been appointed agency depart- The family was in a dither for a 
Bern- ment divisional supervisors. few days; wondered just what state 
der of ee their insurance was in after this 
: : : 
ed ee ee 
. N A ) A -pursue—asked their former agent 
F A to come and have a chat. He did— 
allas— then went down to the branch office 
of the MEL end eeplelied the o-a9 % the e- 
cently HERE are a couple of things spector. Now things are okay, 
- Cliff [ inat have been brought to the thanks to an old timer who, we're 
Beas- attention of this scribe during glad to say, is having himself a 
Dallas the past few days that might be of heck of a good time. 
reater general interest. The thought oc- 
curred that both instances, involv- HE other point we bring up 
ing life insurance agents, might E & involves agents. It seems 
mnto— well be taken as object lessons in there is a chap in Toronto who, 
istrict how not to sell insurance. They for years, has been trying to put 
(now might well be placed on the list of his insurance on such a basis that 
yinted ‘Don'ts’ which, we believe, some the annual returns or dividends are 
‘ceed- companies prepare for their sales something to boast about. Dividends 
is re- staffs. to his credit as of now are, rough- 
rister. There is the case of an average ly, $175 and he can walk in any 
ay in family located in Toronto. The time and collect that amount, if he 
family’s sole insurance protection is wants it. He’s as proud as a pea- . 
that afforded by industrial life in- cock, not because of the $175 but Mid-Year Report 
O an- surance, and the agent calls on because of the fact he doesn’t have 
‘obert them weekly for the premiums. For to use it. 
uper- years the family had been dealing Well, now he isn’t quite so happy During the first six months of 
iated with one agent in particular; and, . . . Simply because a new agent : 
K. @ at odd times, had managed to add (who had just succeeded his old 1946 life underwriters of Farm- 
f the 25 cents here and 25 cents there to agent) happened to be glancing : 
fields the weekly outlay for insurance. through the records and noticed ers & Bankers Life wrote “7 
Things ran exceptionally smoothly that Mr. So-and-so had a sum of more business than they did in 
between agent and family for some money lying idle. The agent hot- 
Fort 15 years; then it came time for the footed it over to So-and-so’s office the first half of 1945. 
offec- agent to retire on pension. and began to put the pressure on. 
an- Naturally, on his last round, the What offended the policyholder was This remarkable increase didn’t 
yresi- agent brought the new fellow along this: Here, for years, he had been i . 
_4 with him; a chap who had just been _— trying to build up a nice dividend “just happen. Largely responsi- 
as discharged from the army and who and some smart-aleck new agent, ble is the Farmers & Bankers 
displayed all the initiative and ac- before he hardly knew him, tried to 
tion that the older man, on the way get him to plow it back into more sales training program — a pro- 
to the pasture of retirement, had life insurance. . : 
J lost in his years of pounding his “It wasn’t as if he was trying to = that — the skill 
beat. The introduction over, the strengthen or improve the position and technique of our salesmen. 
hewer agent came along on the next of my life insurance planning,” : 
/ trip and it was then, we believe, this policyholder told ys when he A Farmers & Bankers Man is 
; that he made a serious mistake. He related the incident. “I could not a Career Man. 
began to criticize the size of the help but get the impression that the 
policies in force; in effect, he agent was thinking of nothing but 
created the impression that the the commission he would get if I THE 
people should be carrying more was parted from that $175. It was , 
and that the reason they weren’t the first time I had ever seen him; FARMERS AND BANKERS LIFE 
1, was due to the poor advice given he hardly even knew me. Yet he alasavanes Company 
them by his predecessor. walked brazenly into my office and 
Quite frankly, it was nothing tried to disrupt the schedule I had WICHITA, KANSAS 
n short of an impudent exhibition by been working years on to provide 
an agent, who simply crucified the for my old age. I don’t mind ad- . 
man who had built up the book he vice rate a chap, who is in a posi- H. K. UINDSLEY, pest $ 
had taken over; the man who knew tion to give me advice; but I do eps prong a ope 
full well how much the budget of think that an agent who thinks he ant aiid tt 
a each customer could stand; the man can tell me, within one minute of ggasi 
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being introduced to me, what’s 
wrong with my insurance and what 
I should do about it is all wet.” 


HERE is a moral responsibility 
Too the part of companies, we 

feel, to do something to prevent 
occurrences of this nature. There 
may be something lacking in the 
training of new agents; especially, 
those who take over the accounts 
others have developed. One of 
these days (when we’ve been ap- 
pointed public relations director of 
a life company, no doubt) we’ll get 
down to brass tacks and try, from 
the standpoint of the policyholder 
and not the company, to fathom a 
list of do’s and don’ts for agents. 
You’ll find it interesting. 








TEAMED for 
HEAVY LOADS 


Li two locomotives coupled to 
handlé heavy loads efficiently, LNL's 
Supplemental Term Rider hitched to a 
base policy meets HEAVY PROTECTION 
NEEDS inexpensively. 


The Rider may be attached to a wide 
selection of LNL policies—either stand- 
ard or substandard. It is issued with 
or without premium waiver benefits in 
amounts equal to or up to twice the 
amount of the base policy for periods 
of 10, 15, or 20 years. If issued stand- 
ard, the rider may be converted to 
permanent insurance within 7 years on 
the 10 year plan; 12 years, 15 year 
plan; and 15 years, 20 year plan. 


LNL's Supplemental Term has proved 
ideal for the family man who needs a 
large amount of insurance protection 
at the lowest possible cost. 









Ftte Nome Indicate ie Cavener, 
THE LINCOLN NATIONAL 


LIFE INSURANCE CO. | 


FORT WAYNE, INDIANA 
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PASSING 
JUDGMENT 


Halsey D. Josephson, C.L.U. 


Many months ago I wrote a 
column in this space about a politi- 
cal speech by the president of a 
major life insurance company who 
seemed to assume that his voice was 
the voice of the people—or, at least, 
the voice of the policyhoiders of his 
company. Being fully aware of the 
most recent votes of our citizens, I 
knew that it was neither. I sug- 
gested that life insurance officials 
stop talking like Senators and talk 
—if talk they must—like private 
citizens, 

Being something less than Win- 
chell—or even Pegler—my mail 
was not jammed up by people who 
wanted to tell me I was a genius or 
a dope. Strangely enough, the only 
follow-up was a talk by the presi- 
dent of another life insurance com- 
pany, a company very much larger 
than the one whose president or- 
iginally raised my blood-pressure. 
And what did he say? He said that 
life insurance agents should stop 
devoting all their time to problems 
of selling and should start paying 
some attention to the problems and 
views of management. He said that 
in our highly complex society, 
agents should be vitally concerned 
with the relationship of the indi- 
vidual with government, of em- 
ployer with employee and of man 
with man. 


REFER to the recent talk by 
| President Paul F. Clark of The 

John Hancock to the general 
agents of his own company. As far 
as I know, this was the first talk in 
many years by any life insurance 
official, that reflected a distressed 
and changing world and was not 
tuned to the thinking of the early 
1920’s. The fact that it was de- 
livered by the president of one of 
our greatest companies makes it 
even more significant. Mr. Clark 
did not prescribe his medicine for 
the general health. He appealed to 
his general agents and agents to 
help him and his company under- 
stand the fears and hopes of the 
public. And make no mistake about 
it, the future of life insurance as 
we know it, depends exclusively on 
the feelings of the public. The 
die-hards who are still talking from 


19th century soap-boxes are doing 
infinitely more harm than good, 

It is, I think, a thoroughly logical 
prediction that as the years ago on, 
life insurance companies will take 
a more active part in the politics 
life of the country. What part wij 
they play? Whose pulse will thei 
fingers be on?? I earnestly hope 
that their views will be the view; 
of the general public and that the 
agents will help interpret  thoge 
views. Only then, will the wor 
“Mutual” mean “Mutual.” 


Connecticut General 
Announces Changes 


The Connecticut General Life In. 
surance Company recently adopted 
a new schedule of rates and limits 
for aviation coverage. 

It will now accept without extra 
premiums for limiting riders, pas- 
sengers on aircraft operated on a 
regular schedule by an incorporated 
passenger carrier over its estab- 
lished air route. Members of the 
aviation industry who travel as 
passengers on passes will receive 
benefits of this unrestricted cover- 
age. 

The company will issue disability 
waiver standard to passengers and 
covers travel in aircraft operated 
on a regular schedule by an incor- 
porated passenger carrier over its 
established air route. 


Non-Scheduled Passenger Flying 


On business trips in company- 
owned planes on which the annual 
flying time of a passenger is 50 
hours or less, Connecticut General 
will issue up to $50,000 of life in- 
surance at no extra premium. When 
the flying time is from 51 to 10 
hours annually the amount 3s 
limited to $25,000 at no _ extra 
premium. Over 100 hours the com- 
pany will issue up to $25,000 at 
an extra annual premium deter- 
mined after individual considera- 
tion of the case. 

Under (non-scheduled) charter 
flying where the annual flying time 
is 50 hours or less, the company 
will issue up to $25,000 life insur- 
ance at standard rates. When the 
time exceeds 50 hours annually the 
company will issue up to the same 
amount but at rates specially deter- 
mined. 

On private business or pleasure 
non-scheduled trips when the pilot 
holds an airline or commercial 
certificate, or where the annual 
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by the aviation authority of either of the Life Office Management Association. John Marshall Holcombe, Jr., managing 
al country, will be insured 7 to director of the Life Insurance Agency Management Association. Banquet scene: Dr. 
es $25,000 ~ an annual extra of $2.50 David McCahan, Dean, American College of Life Underwriters presents candidates 
per thousand. ; ; and Dr. S. S. Huebner confers the C. L. U. designation on the 1946 class of 125 can- 
ife In- Non-scheduled commercial pilots didates at the joint annual dinner of the American College of Life Underwriters; left 
dopted flying company-owned planes on to right: Edward A. Krueger, treasurer of the American Society, 1939-46, Roland D. 
limits | business flights: only where the Hinkle, incoming president, Mayo Adams Shattuck, Boston, commencement speaker, 
pilot's qualifications, type of air- Clifford H. Orr, retiring president, Dr. McCahan, Dr. Huebner, James Elton Bragg, 
extra craft, annual flying time and ter- immediate past-president, and Julian S. Myrick, chairman of the board of trustees. 
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rn A personnel. 
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jing ee ee i ae Non-commissioned pilots (mili- General Considerations 

i ilots, including students wi ‘ : 

me tee ae be a magi Ras tary rating) are insured under the Although the Connecticut General 
pany- ad * rece ny ts ‘onan : same conditions as officer pilots. prefers to include full coverage 
— “9 saa guste a . ; nee Crew members and others on flying for aviation hazards rather than to 
is 50 - . we ox oP ha ome a status will be accepted at $5.75 restrict liability through the use of 
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it will consider a maximum of 
$50,000 with an exclusion rider if 
an applicant does not wish to pay 
an extra premium for full cover- 
age. The one exception to this rule 
applies to flying personnel in the 
military services which, under 
these circumstances, will be 
limited to $25,000. 

Complete aviation coverage will 
be considered by the company with 
an extra premium for all plans of 
insurance except 5-year or 10-year 
Term and Income Continuance. If 
5-Year or 10-Year Term or Income 
Continuance are desired the policy 
will be issued only with a partial 
aviation exclusion rider. 

Applicants paying an extra pre- 
mium for aviation coverage and 
also those issued with an aviation 
exclusion rider, except when in 
military service, will be considered 
for additional indemnity and waiver 
of premium disability. The addi- 
tional indemnity and waiver of 
premium disability riders will ex- 
clude aviation losses, except as a 
passenger in aircraft operated on 
regular schedule by an incorporated 
passenger carrier over its estab- 
lished air route. 

Applicants must be stationed in 
the United States at the time of 
application. 
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Monumental Life Celebrates Passing of 
One-Half Billion Mark 


tatives will join with officers, 
directors and home office employes 
of the Monumental Life Insurance 
Company of Baltimore to celebrate 
the attainment of one-half billion 
of insurance in force on October 
10th, 11th, and 12th. One of the 
twenty oldest life insurance com- 
panies in America, the Monumental 
Life passed this goal on July 1, 
1946, when its in-force business 
amounted to $504,503,623 and ad- 
mitted assets had climbed to $75,- 
476,834. 

Operations of the company were 
confined solely to its home state of 
Maryland until 1919, when a pro- 
gram of expansion was inaugurated. 
Progress during the past 15 years 
has been phenomenal, and the cur- 
rent rate of growth leads officers 
and others associated with the com- 
pany to believe that not many years 
will elapse before the second half- 
billion will be attained, this being 
substantiated by the fact that dur- 
ing the first six months of 1946, in- 
surance in force was increased by 
mere than 29 million. 

Through the cooperation of the 
railroads, special cars have been at- 
tached to crack trains, bringing the 
out-of-town guests to Baltimore, 
each delegation boarding at their 
respective city. While guests are 
being housed at the hotels Belve- 
dere and Lord Baltimore, the cele- 
bration will be centered in the com- 
pany’s home office at Charles and 
Chase Streets. 

Thursday morning, October 10th, 
will be devoted to the only business 
meeting and will be held in the 
auditorium of the company’s home 
office, where the guests will be wel- 
comed by President Leo P. Rock 
and Agency Manager William H. 
Keidel. At the same meeting the 
Monumental’s new Retirement An- 
nuity Plan, which has been approved 
by the board of directors and stock- 
holders and becomes operative on 
January 1, 1947, will be explained. 
This will supplement the company’s 
present disability policy, which pro- 
vides income for field and home 
office employees, who may become 
incapable of handling their regular 
duties due to illness or disability. 

Guests will be conducted through 
the various home office departments 
in the afternoon, where the func- 


A TOTAL of 165 field represen- 


tional operations of the busines 
and the modern mechanical equip- 
ment employed in the handling of, 
greatly increased volume of busi. 
ness, will be explained. A Stag 
party has been arranged that eye. 
ning to permit renewal of of 
friendships on a purely social plane 

As many of the guests are from 
the Central West and South, and 
have never had the opportunity to 
visit either Washington or Annap- 
olis, Friday has been devoted by 
the committee on arrangements to 
a sightseeing trip of those two cities, 
Through the courtesy of the United 
States Naval Academy, an officer 
escort has been furnished to con- 
duct the party on a tour of the 
Academy grounds. 

Cocktails and luncheon will] be 
served at Annapolis’ historic Carvel 
Hall, after which the guests will 
have an opportunity to visit points 
of interest in the nation’s capital, 
Upon their return to Baltimore, a 
banquet for field and home office 
employees has been planned for that 
evening in the company’s audi- 
torium. 

Following a buffet luncheon on 
Saturday, all guests at the Cele- 
bration, accompanied by officers and 
home office department heads will 
attend the Navy-Duke football game 
in the Baltimore Municipal Stadium. 


The success of the celebration, the 
largest meeting of field men ever 
held by the company, will be at- 
tributable to the plans initiated and 
carried out by the manager-com- 
mittee on arrangements, composed 
of Clarence W. Bowen, Baltimore; 
Thomas O. Carroll, Philadelphia; 
Thomas J. Gillespie, Louisville; 
Roger Page, Cleveland; Domenic J. 
Zombo, Chicago; and William J. 
Biehl, Baltimore, chairman. 


Connecticut Mutual—A series of 
schools and forums, which will hit 
every agency of the company and 
nearly every level of operation, i 
underway at the Connecticut Mv 
tual. This is a part of the training 
program launched by Vice-President 
Vincent B. Coffin in 1945. A Ir 
fresher school for agents who have 
returned from the Service took 
place the first week in September. 
This was the eighth in a series of 
similar schools. 
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“LA HEMISPHERICA” 
(Concluded from Page 29) 
yniquely qualified to serve as chief 
executive in the ‘realization of one 
of his own dreams—a Cuban life 

insurance company for Cubans. 

The result was organization of 
‘La Hemisferica,” Compania de 
Seguros de Vida, S. A., of Havana, 
with a subscribed capital of $1,000,- 
00 and a set production objective 
of $1,000,000 during the first year 
of operation, $2,000,000 for the 
second, $4,000,000 for the third and 
$5,000,000 to $6,000,000 as an aver- 
age for subsequent years. 

That “La Hemisferica” has an 
excellent chance of achieving, or 
even bettering, these ambitious 
goals is the confident belief of Mr. 


Perdomo, president and _ general 
manager, Dr. Ortega, legal and 
technical advisor, and Li Kent, 


treasurer of the company, president 
of the Chinese Chamber of Com- 
merce of Cuba and president of a 
highly successful provision company 
there for a long period of years. 

This confidence in the company’s 
future is founded on the solid 
ground of Cuba’s current era of 
unprecedented prosperity and the 
fact that it is the only organization, 
owned and operated locally; which 
is exclusively engaged in the under- 
writing of ordinary life insurance. 

The prospect is further bright- 
ened, too, by the hope that Cuba 
soon may have a forward-looking 
insurance law, similar to that in 
force in the United States and in 
several of the highly progressive 
Latin-American countries, which 
will afford a maximum of encourge- 
ment to responsible Cuban com- 
panies. 

With attractive home offices in 
the Palacio Aldama, Amistad 510, in 
Havana, the company already is off 
to a flying start and keeping pace, 
month by month, with the quota set 
for its first year. 

Other officers of the company, 
who are lending stalwart aid in the 
erection of this new house of pro- 
tection in Cuba, are: Messrs. Fran- 
cisco Carregado, Carlos Nunez, Jr., 
Wifredo Albanes, F. Prendes, and 
Antonio Garcia. 


Union Mutual Life of Portland, 
Maine—Horace A. Hildreth, mem- 
ber of the board of directors, was 
te-elected to his second term as 
governor of the State of Maine at 
the September elections. Governor 
Hildreth has been a member of the 
7 board since February, 


LOAN SYMPOSIUM 
(Continued from Page 28) 
and this was of particular interest 
in that it would appear he was look- 
ing at policy loans as an investment 
to be desired in their regular in- 
vestment program, and not one 
made for the convenience of policy- 

holders. 

It has always been our theory that 
policy loans tend to increase lapsa- 
tion and therefore for the best in- 
terest of the policyholder, should 
be discouraged. While it is true 
that some policyholders are borrow- 
ing money from banks, using their 
policies as collateral, it is also true 
that banks insist on re-payment, and 
the borrowers expect to discharge 
the obligation, whereby most policy 
loans run an indefinite period of 
time. 

To create an interest rate of 3% 
on large loans, seems to me to en- 
courage policyholders to use insur- 
ance companies in this respect, in- 
stead of the regular banking chan- 
nels. I know we have had several 
policyholders who, even at the 6% 
rate borrow substantial sums and 
repay them in short periods of time, 
rather than going thru their local 
banks. I do not believe the insur- 
ance companies should encourage a 
practice of this kind. 

I am not sure just what our aver- 
age policy loan is, but it is prob- 
ably not a $300 average, which 
seems to me would qualify them 
more or less in the personal loan 
business, and I do not believe a 6% 
rate is unfair, in view of the amount 
of clerical work involved. It is 
certain that the personal loan in- 
stitutions would charge a much 
higher rate. 

In short, I would be very much 
against a reduction in interest rates 
on policy loans for the purpose of 
retaining or encouraging policy 
loans as investments. 

I have not seen Mr. Thompson or 
Mr. Lounsbury’s replies, but will 
be interested in reading them. 

* +. + 


ARTHUR E. REITER 
President, Modern Life, Saint Paul, Minn. 


I have your letter of August 28, 
1946, requesting our opinion in re- 
gard to the desirability of a de- 
crease in the interest rate for policy 
loans. 

It is our opinion that the revision 
of the policy loan interest rates is 
eminent. At present, however, we 
are of the opinion that new interest 
rates should cover all amounts of 
policy loans and not apply on a 
sliding scale basis. We are of the 
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opinion that a discrimination be- 
tween the rates, even though differ- 
ent amounts would be _ involved, 
would bring some complaint and 
dissatisfaction from policyholders. 

At present, our Company is giv- 
ing consideration to the reducing of 
our policy loan interest rates from 
our present 6% rate to an over-all 


5% rate. 
z * a 


BURKE BAKER 


President, American General Lifs, Houston, 
Texas 

Your letter of August 28 came 
during my absence from the city, 
and this is the first opportunity I 
have had for reply. 

I thoroughly agree with the ex- 
cellent statements made by Messrs. 
Ellry Allyn and Ralph Lounsbury 
regarding the action of the Mutual 
Life of New York in reducing in- 
terest rates on policy loans. In 
my opinion, the disadvantages to 
policyholders and beneficiaries of 
lowering interest rates on policy 


loans far outweigh the advantages. 
* * a 


J. D. REEDER 


Vice-President and Acturery, Missouri Life 


Mr. J. C. West, our President, has 
turned over to me for response 
your letter of the 28th ultimo re- 
garding interest on policy loans. I 
realize that you would like to get 
the consensus of a number of Offi- 
cers of various Companies, but I 
hesitate to say a great deal about it 
because our Company has so few 
policy loans; therefore, it is not of 
great interest to us. 

My own personal reaction is that 
the Insurance Companies, generally, 
are in competition with Banks and 
if they expect to loan any consider- 
able amount of money on their 
policies, they must meet this compe- 
tition. The Banks have generally 


agreed that the larger borrower is 
entitled to a better interest rate 
than the small borrower. There- 
fore, it seems logical that the In- 
surance Companies should attempt 
in some manner to meet this com- 


petition. 
Insurance Companies must ob- 
serve the Anti-Discrimination 


Statute, and President Douglas has 
apparently accomplished it. Time 
will tell whether he has. In other 
words, I am personally leaning to- 
ward the idea that the Mutual Life 
of New York have attempted to at- 
tract unto themselves some of these 
attractive loans, and it strikes me 
that they are to be commended for 
trying to solve that difficult prob- 


lem. 
* * cS 


HASSIL E. SCHENCK 


President, Hoosier Farm Bureau Life 


I wish to acknowledge your re- 
quest for my personal views re- 
garding the recently announced 
policy established by one of the 
larger New York life insurance 
companies whereby they are effect- 
ing policy loans on a sliding inter- 
est rate. As I view the subject, the 
pertinent things that have come to 
my mind are: discrimination; lapsa- 
tion; investment income and repay- 
ments. 

The Life Insurance Industry, in 
my opinion, must not in any way 
alter its practiced tradition of pro- 
tecting the small policyholders, for 
it is the mass of small policyholders 
that have made life insurance such 


a dominant factor in our financial | 


economy and our over-all social 
structure. I have no way of know- 
ing at this time what the ultimate 
effect of a sliding scale of interest 
rates on policy loans in excess of 
$750 and above may have, but it 
seems reasonable that since the vast 
majority of policyholders do not 
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have equities above that minimal 
figure, (that figure may be altered 
however) that public opinion will 
develop nationally the feeling thy 
the small policyholder is the victip 
of discrimination. Thus, the bene. 
fit of lower interest rates to the fey 
might become very damaging to the 
Life Insurance Industry, if sug 
should be the resulting public 
opinion. 

The effect that this practice migh 
have on lapsation seems to be the 
paramount factor, for past experi. 
ence indicates that the termination 
rate among policies which haye 
loans against them is substantially 
higher than on the policies which 
have no loans. Will not this policy 
for loan interest rates tend to dim- 
inish the policyholder borrower's 
incentive to repay the loan, If 0, 
it appears that such system is con- 
trary to sound business so far as 
the purpose or reason for which the 
policyholder purchased protection 
originally. 

Surely, one can foresee that there 
will be a tendency under this sys- 
tem for the policyholder to use life 
insurance values as a first source of 
borrowing instead of as an emer- 
gency fund. Further, it must not 
be forgotten that an outstanding 
loan at the time of death of a policy- 
holder has the same effect as the 
lapse of that amount of insurance 
when settlement is effected with 
the wife and children. Surely, we 
should do everything to make the 
life insurance estate as large as 
possible instead of following the 
plan which might tend to reduce the 
amount of benefit. 

It does not appear that the over- 
all investment income of the Insur- 
ance Industry would be altered 
substantially if this sliding scale in- 
terest rate system became the gen- 
eral practice of the Industry: first, 
because the number of large loans is 
limited, and secondly, the interest 
rate is not sufficiently more attrac- 
tive than that which can be ob- 
tained from other financial] institu- 
tions whose primary business is 
private finance. 


Loan repayments on life insur- 
ance policy loans are of the utmost 
importance to the individual, as is 
the repayment of any debt, and in 
considering them one must recog- 
nize the general characteristic 
weakness of the individual, that 
is, to exaggerate today’s needs and 
to minimize those of the future 
—for since there is no specific and 
pre-arranged plan of repayment 
under life insurance policy loans, 
the end result of this lower rate of 
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interest by the insurer may ulti- 

mately result in a greater total out- 
lay of interest monies to the policy- 
holder than would have been the 
case under a commercial loan from 
some other source. Thus, it appears 
that we may be doing harm where 
the intent was to do good, which 
again might result in public feeling 
against the Institution of Life In- 
surance. 

It is my opinion that there is no 
need now, and never will be a need 
for bringing interest rates on policy 
loans into conformity with the gen- 
eral money market, for, surely, 
when one considers the guaranteed 
interest increase in reserve accumu- 
lations against the over-all total 
outlay on a policy loan, the differ- 
ence is insignificant. Further, one 
must educate the insuring public 
that individual equity does not he- 
long to the individual but to all 
of the insured. It appears that we 
should encourage policyholders to 
seek other sources for financing 
instead of inducing those tvho are 
trying to take care of themselves 
through their own thrift to diminish 

















their insurance equities by borrow- 
ing from them. 
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Agents Rebate to Insured 


The case of Chatz vs. Bloom (Illnois Appellate Court, 
First District, June 13, 1946) is a good example of 
the old expression “dragged through the courts.” Some 
cases go on and on like a _ twelve-inning pitchers’ 
duel. In the instant case the plaintiff was the trustee 
in bankruptcy of an insurance agent. He sought to 
recover the amount of the agent’s earned commissions 
which were rebated and paid over by the bankruptcy 
agent to the insured who had purchased a $100,000 
life insurance policy from the agent. 

The case was appealed twice. Upon the first hear- 
ing the plaintiff alleged that at the time the applica- 
tions were placed by the defendant with the bank- 
rupt, they entered into an illegal agreement which 
provided that the bankrupt would rebate one-half of 
the earned initial commissions and all the renewal 
commissions subsequently earned by the bankrupt on 
premiums which defendant would thereafter pay on 
the policies. The defendant moved to strike out this 
complaint, contending that the illegal arrangement had 
been fully executed and that at the time that the 
rebates were made the bankrupt and the defendant 
were acting illegally and in pari delicto and therefore 
the plaintiff could not maintain his action. 

The trial court sustained the defendant’s motion and 
dismissed the action. The plaintiff appealed and the 
Illinois Appellate Court reversed the lower court hold- 
ing that the complaint set up a good cause of action 
and the pari delicto rule could not be successfully 
urged. 

The defendant then answered denying the receipt 
of any money from the agent. Later, a further answer 
was filed which alleged that the defendant had a 
right to receive the money because he was ‘then en- 
gaged in the business of an insurance agent and so 
licensed. Upon the second trial it was held that the 
defendant had not proved he was a licensed agent 
and judgment was rendered for the plaintiff. Upon 
the appeal from this decision, the appellate court 
affirmed, holding there was an absence of any com- 
petent proof in support of the affirmative defense 
that he was a licensed agent. 
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National Service Life Insurance 


It is not startling to find out that the United State, 
is in the insurance business. During the first Worig 
War the government wrote life insurance, and ger. 
tainly today millions of servicemen and veterans hojg 
so-called “G. I.” insurance policies. Since the Unite 
States is in effect in the insurance business the ques. 
tion arises whether the Government should be treateg 
as any other insurance company. 

The United States Supreme Court answered this 
question in 1925 in the case of Standard Oil Co. yx 
United States (267 U. S. 67) when it said, “When the 
United States went into the insurance business, issyeq 
policies in familiar form and provided that in case of 
disagreement, it might be sued, it must be assumed 
to have accepted the ordinary incidents of suits jp 
such business.” 

With this in mind we come to the recent case of 
Rodgers vs. United States (U.S. District Court, Easterp 
District of Pennsylvania, June 28, 1946). The plain. 
tiff in this action sought to recover from the United 
States certain benefits alleged to be due her under a 
National Service Life Insurance policy issued to her 
son who had been discharged from service several 
months at the time of his death. The sole issue was 
whether or not the premiums had been paid through 
the date of the insured’s death. Upon the trial the 
plaintiff proved the issuance of the insurance by pro- 
ducing a certificate thereof countersigned by the ad- 
ministrator of Veterans’ Affairs. There was no ques- 
tion of the date of death, notice and the filing: of 
proofs of loss. The plaintiff then rested her case. The 
defendant then moved for a dismissal upon the 
ground that the plaintiff failed to show that the policy 
had not lapsed by reason of non-payment of premiums. 








The plaintiff contended that the non-payment of 
premiums was affirmative defense to be proved by the 
defendant. 

The court held that the burden of proving that the 
insurance contract was in force and effect at the time 
of the insured’s death was on the plaintiff. However, 
it was brought out that because the United States was 
in the insurance business, that fact did not give it 
special privileges, and its rights and duties were 
governed by the law applicable to contracts between 
private parties. The burden of going forward with 
the evidence in rebuttal was on the defendant. It 
was further pointed out by the court that it would 
be a simple matter for the defendant to show that 
payments of the premiums were not received and such 
evidence would be effective. The plaintiff would have 
a difficult task of establishing payments made by a 
deceased person and would be faced with defeat early 
in the trial. Accordingly, the motion for a dismissal 
was denied. 


Proceeds of Policy for Benefit of Unborn Child 


Can a person be a beneficiary in name only and 
agree to turn over the proceeds to another even though 
that other person is not yet born? The answer is 
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found in the case of French etc. vs. French et al. 
(Kansas Supreme Court, April 6, 1946). The action 
was to recover the proceeds of government life insur- 
ance taken out by the infant plaintiff's father while 
the latter was in the Navy. The defendants were the 
jnsured’s parents and the infant’s grandparents. The 
insured was killed in an automobile accident in 1943 
while in service. The plaintiff's parents were married 
in November 1939, but the marriage was kept secret 
from Naval authorities because the insured wanted 
to become an aviation cadet and naval regulations 
prevented the acceptance of married men as aviation 


cadets. The complaint alleged (and it was so proven 
at the trial) that in 1940, the plaintiff's father told 
the defendants that they were to become grand- 


parents; that he was going to take out ten thousand 
dollars in government insurance and would name 
them as beneficiaries but that if anything happened 
to him they were to give the proceeds to his expected 
baby and his wife in equal shares. The defendants 
orally agreed to do so. After the insured’s death the 
government paid the proceeds to the defendants but 
the latter refused to pay the five thousand dollars to 
the infant plaintiff. The trial court found as a matter 
of law that the defendants were bound by the con- 
tract for the benefit of the plaintiff and judgment was 
granted for the latter. The Supreme Court upheld 
this finding and pointed out that a third person may 
avail himself of a contract made by others for his 
benefit, and he may maintain an action thereon, even 
though he was not a party to such contract and had 
no knowledge of it when it was made. 


Service or Indemnity? 


By way of incidental information we pass along 
the recent case of California Physicians’ Service vs. 
Garrison (California Supreme Court, August 27, 1946). 

The question was whether the plaintiff, a non-profit 
medical service was engaged in the insurance business. 
The defendant was the Commissioner of Insurance. 
The purpose of the plaintiff organization was to defray 
the expenses of medical care incurred by its dues- 
paying members. 

The Supreme Court held that the plaintiff’s busi- 
ness lacked one essential element to bring it within 
the insurance laws, namely, it assumed no risk. Under 
the provisions of the contracts, or group agreements, 
the organization was a mere agent or distributor of 
funds. Another reason the court held that the plaintiff 
was not engaged in the insurance business was that 
its principal object and purpose was “service” rather 
than “indemnity.” 
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